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The government stops 
making changes 
Page 13 



MONDAY AUGUST 3 1998 



Alaskan oii 
Fighting to drill in 
the last wilderness 
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SAP’s US 
Wearing 
the beach party 
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Monetary Union 
Austerity fatigue 
comes to Europe 
Page 12 


WORLD NEWS 

Ethnic Albanians 
flee Kosovo after 
heavy new fighting 

Thousands erf ethnic Albanians 
fled heavy fighting in Serbia’s 
Kosovo province days after the 
Yugoslav president, Slobodan 
Milosevic, assured western 
envoys in Belgrade, that govern- 
ment forces had halted their lat- 
est offensive there. Page 2 

Aznar replaces budget chief 

JosA Marfa Aznar. Span’s cen- 
tre-fight prime minister, has 
rep la ced the controversy head 
of hte budget office, whose warn- 
ings on spending overshoots had 
repeatedly embarrassed the gov- 
ernment Page 2; Government 
takes a siesta. Page 13 

Foma; brteffigence officer Md 

Former British rrrtefBgenas officer 
David Shayier is on remand in a 
Paris prison pending proceedings 
to bring him bade to Britain. He 
was arrested on Saturday amid 
rumours he was about to publish 
details of security service 
operations. 

Repofcflcaa’s tanent One 

Leading Republican Senator 
Orrin Hatch said if LIS President 
Bill Clinton openly admitted he 
had committed perjury in denying 
an affair with Monica Lewinsky, a 
former White House worker. 
Congress would not necessarily 
consider the revelation sufficient 
grounds to open impeachment 
hearings. Page 4 

CUte cabinet far reshuffle. 

Chfle’s President Eduardo Frei 
reshuffled his cabinet after the 
resignation of Carios Figueroa as 
interior minister. Page 2; 

Observer, Page 13 

Israeli banks rand account (tetris 

Israel's banks have handed over 
to the justice ministry names of 
dormant accounts, some of 
which date back to the Holo- 
caust Page 4 

Prince Jefrl replies to critics 
Prince Jefrf, younger brother of 
toe Sultan of Brunei, struck bade 
against charges ttf ttafncfaTtab^' 
management dafcring he iras' 
toe victim of a plot by Moslem 
conservatives who have grand 
an “unhealthy Influence" over toe 
Sultan. Page 14 

3 kffled In Kasbmfir shoHng 

Three Indians were killed by 
Pakistani fire in toe fourth day of 
artillery exchanges across the 
disputed Kashmir border. The 
clashes follow the countries’ fail- 
ure to find common ground for a 
resumption of dialogue In last 
week's talks to Colombo, capital 
of Sri Lanka. Page 3 

Burma facing mom cwfl unrest 

Burma's ruling council Is facing 
the threat of opposition-led civil' . 
cfisturbance ahead of August 8, 
the tenth anniversary of toe - 

bloody 1988 student uprising 
that was crushed by. the mHJtary. 

Khatami pledge on soda! Jasfice 

President Mohammad Khatami of 
Iran announced an economic 
reform package to which he 
pledged to place the demands of 
social justice above economic 
growth. Page 4 

Taliban captures key town 

Afghanistan's Taliban Islamic 
movement captured the key town 
of Shiberghan and advanced fur- 
ther towards the strategic north- 
ern town of Maz ar-f-S harif, toe 
main opposition stronghold, 
according to Taliban sources. 
Pages 

Zimbabwe protests over new rater 

Zimbabwe human rights leaders 
condemned new rules introduced 

by President Robert Mugabe .. . . .. 
banning strikes, and restricting ;• 

political and public gatherings^ - 

Page 2 


BUSINESS NEWS 


DaimlerClirysler 
rules out early 
Asian alliance 

Daimler-Benz chair m a i J&gen 
Schrempp has ruled out for at 
least three yeans approachi n g an 
Asian carmaker to form a third 
leg of toe German carmaker's 
merger wfth Chrysler of the US. 
Ha said toe two groups wanted 
to integrate toe new Dabiier- 
Chrysfer group first Page 15g 
Takeover day. Page 20 

FiAcnaa Research, which poBed 
15 specialist fund managers 
about the prospects for emerging 
markets on behalf of Burson 
Mara tula, the communications 
consultancy, fotnd 11 were neg- 
ative, four were neutral and none 
took a positive view. Page 15 

Dafwa Sectatttes, Japan's second 
biggest broka, has launched a 
sweeping rationalisation of its - 
foreign operations, tovotving 370 
job fosses in New York, London 
and Hong Kong. Page 15 

Roche, the Swiss pharma- 
ceuticals company, has won 
European Union ?$proval to seff 
XenicaL the first of a new type of 
weight- loss drugs. Pegs 18 

tetor ng flo na i banks belonging to 
the “Heathrow Group" have 
agreed on anew code for hor- 
ding payments, in euros, in the 
hope of averting chaos in once 
tiie stogie currency comae into 
existence next yea. Page 2 

Thrianf is preparing 'drastic - 
measures" for state Intervention 
across the banking sector In a 
"last resort” bid to save the 
financial system from collapse. 
Page 14 

Poly&aMt toe world’s largest 
music group, pfanslo sell 
albums and singles by Hs record- 
tog artists, such as U2 and Bton 
John, over the internet In France 
and Germany. Pago 19 


the Finnish metals 
and mining group, blamed inven- 
tory losses and Yolatfle raw 
Tdateritti prices foraCSpO'CBni ’ 
feffin firet-fttf-froRto, Pago 17 

Muaiita! Dewtopmot& 

Investment {IDfl. a private Scan- 
dtoavten equity fond, is acquiring 
Norac Holdings and VBK Trans- 
port toterfors for a total of 
NKrioem (Sl 4 mv Pegei 7 

Total ABcenCoRawnicatlaR, 
T h ri wcfi ri co nd fwge et mobi i 
phone netwbrk operator, has 
reached an ag re e m ent with 50 
crerftor banks to extend the 
maturity of 3537.7m of outstand- 
ing debt Page 15 ■ 

Kraut CMos of Greece, a leaefing 
supplier of fish to western 
Europe and the biggest Metfiter- 
ranean producer of fresh sea 
bream and sea bass, has com- 
pleted a DrlZ4bn ($42m) o^Bring 
of new and seconctory shares. - 
Page ia 

Tbs Inte raa Bera l Morateiy Rad is 

rocpected to send a mission to 
Pakistan before the end of the 
month to prepare a new rescue 
package to help stave off default 
on the country’s $42bn foreign 
debt Pages - 

Alcatel Is quitting its cra mp ed 
headquarters in Paris’s Rue 
Emariau later this year for smartly 
refurbished offices off the 
Chwnpe.Dydfioo; symbofiskig the 
continuing trans fo rmation of the 
venerable telecommunications 
manufacturer. Page 18 
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Russia expected 
to auction 5% 
stake in Gazprom 


Byi 

rad Artady Ort i w rt y 


The Russian government Is 
expec t e d to announce - possibly 
today - riprap of a cash nunnn 
for a 5 pa cart stake hi Gaz- 
prom, the country's biggest com- 
pany and the worid’s largest nat- 
ural gas producer. 

The gove rnm ent is believed to 
be canstdotog a reserve price far 
the auction above the current 
level of the compony’s American 
Tky osttary Receipts, which trade 
on the mate. Eur ope an and New 
York stock exchanges. 

The auction will be a crucial 
test of fa<wn a ti«iiMi investor sen- 
timent towards the country, 
which is hi the grip of Its most 
difficult crisis «in<* the 

collapse of toe Soviet Union. 

The Russian government is 

tmHpr Iwto nw prbSSUl B to 

a successful sale of the Gasman 
stake following the fsQure last 

month of gjj ano tinn for Rnamft 

- Its last state cdl company 
when no bids were received. 

The sale will also test the rela- 
tionship between the government 
and Gazprom, its single most 
important source of hard cur- 
rency. The two have been at odds 


ova Moscow's determined ran to 
squeeze more taxes from the 
company, which is also Rurala’s 
stogie biggest taxpayer. 

Industry analysts say the toms 
of the deal win have to be finely 
balanced to e nsu re a succes sf ul 
auction. The government Is 
expected to kick off a 4frday road- 
show for the auction, during 
which it should set a mhtlmn w i 
price for bids. 

"The Gazprom pricing will 
have to be perfectly pitched," 
said one industry observer. Part 
of the reason far the failure of 
the Rosneft sale was that the 
reserve price was set too high. 

One lame that the g o vernment 
will have to decide is whether 
Gazprom's current share price is 
depressed because of the Russian 
economic crisis »rnt the flight of 
finr«*tg w investors from the Rus- 
sian market generally, or 
whether it is an accurate mea- 
sure of 'toe company’s medium- 
term outlook. 

Last Friday Gazprom shares 
were quoted at 310.97 pa ADR, 
valuing a 5 pa cent stake at 
about fL3bn. Gazprom ADRs hit 
a high of $29.13 last October. 

The government must also 
dedde whether to raise the 9 pa 


e*nf ffgffiwg itn o wnwaWp 

of Gazprom. That would offer the 
prospect of further liquidity in 
the ADRs. as well as help the 
company ensure that its two stra- 
tegic partners - Royal Dutch/ 
Shril imH Bn) of Italy - 
equity stakes. Shell has agreed to 
invest £Um In a delayed convert- 
ible bond, while Eni is intere st ed 
in ac qui r in g up to 3 pa of 
Gazprom's equity. 

The Gazprom sale coincides 
with efforts by the company to 
reassure international lenders 
that its prospects remain positive 
in spike of the economy and diffi- 
culties with the government. 

Last week, a team led by Alex- 
ander Semenyaka, a Gazprom 
director, briefed bankas in Lon- 
don. "The banks were kind of 
tense,” he said. "There was a 
degree of stress in their eyes.” 

Gazprom is believed to be 
working with advisers Dresdner 
Kktowqrt Benson to raise $Um 
to $Zbn through a bond issue. Mr 
Semenyaka also —id Gazprom 
was working with rating agencies 
to secure a rating above that of 
Russian sovereig n debt 
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Victory toast Italy's Aterco I 
Osman Jn UWdi and US i 


mi won th* Tour da Ranca, ahead of the 
Bobby JuBch. MserUbto end, Page 2 AP 


IBM to unveil new microchip technology 


% Roger Taylor Is San Rradsco 


International Business Mn^Wnca 
will today announce a break- 
through in microchip technology 
flint win speed the introduction 
of hahdhefal pwrannai computers 
| xqpMifrOarnpnrog to meviKmet 
and- allow mobile phones to 

Iwvitiui opwi mrrp ■ 

IBM said it had perfected a 
technique ! or producing silicon 
on insulator, or SOU a manufac- 
turing - process that greatly 
reduces the amount of power sili- 
con chips requiretooperate. 

The technology will allow the 
creation, of "entirely new desses 
of portable devices”, the 
company said. The idea of 
pockebeteed PCs has remained a 
fiction largely because of the 
power needed to drive high-speed 
drips. 


Development may lead to pocket-sized PCs 


Companies have been conduct- 
ing research into SOI for 15 
years, but h pve Jailed to find an 
e ctak l ig g ^a? xt Ramutecturing 
such drips on a lmgB scale. 

IBM said its method will boost 
the operating speed of chips by 
30 pa cent and cut the power 
they use to about erne-third -of 
current levels. ;. 

The increase in speed Differed 
by such chips will accelerate the 
introduction of demanding com- 
puter applications, -such as voice 
recognition, and the lower power 
r e qui re m ents will allow battery- 
operated devices, such as port- 
able telephones, to run far much 
longer. 

IBM said SOI wfll open up the 


possibility of fiwnWning high- 
speed computing with wireless 
telephony to create pocket 
machines that link to the inter- 
net, giving access to e-mail and 
the world wide web. 

The uses fa such devices are 
widespread - whether for techni- 
cians working in the field, stn- , 
dents trying to cheat in exams, tar 
anyone who requiring consta n t 
email contact 

This is *h«» «wvmH important 
breakthrough in chip technology 
made by IBM in the past yea. 

fix September, it announced it 
had found a way to replace alu- 
minium connections in chips 
with copper - another of the 
industry's long-term goals - 


which increase top speed of 
chips by up to a third. The com- 
pany recently began production 
of its first c opper chips. 

IBM said it hoped to have the 
first SOI chips in production 
within a yea. It said production 
costs would initially be about 10 
per cent higher than for standard 
chips, but that gap would dose. 

The rapid expansion of the 
power of silicon chips - roughly 
doubling every 18 months - ha* 
been the main driving force 
behind toe growth of information 
technology. 

The SOI process involves 
inserting a layer of Insulation 
underneath a chip's micro- 
circuits to reduce its capacitance 


- the electrical charge needed to 
power the circuits. 

The SOI and copper intercon- 
nect developments are a vindica- 
tion of the company's research 
programs. When Lou Gerstner, 
chairman, took charge in 1993, 
many expected him to close down 
these projects. 

IBM said It expected SOI to 
become toe standard method of 
chip manufacturing. However, 
the company has not said how it 
plans to exploit the technology 
commercially. 

So far. it has Issued no licences 
to other chip manufacturers far 
its copper interconnect technol- 
ogy, but said it Is working with 
chip users to develop products 
for them. 


SAP proffle, Page 8 
Tin Jackson, Page 9 


US presses Obuchi 
for speedy revival 


By 


in Tokyo 


BiU Clinton, the US president, 
has called on Eetao Obuchi, the 
Japanese prime minister, to act 
quickly -and effectively to 
strengthen Japan’s ftnane j al sys- 
tem and revive its economy. 

Mr fntntnw told Mr Obuchi in a 
15-minute t el epho ne call at the 
weekend that Asia could hot 
recover unl e ss its biggest econ- 
omy led the way, and warned 
that effects of the Aslan crisis 
were already being felt in the US. 

"One of the reasons that [US] 
growth moderated in the second 
quarter is because we are feeling 
toe direct discernible effects of 
the Asian economic downturn. 
Simply put, the health of toe 
Asian economy affects the health 
of our own," he said. 

Mr Obuchi replied to Mr Cfo 
tan that he was dete rm ined to 
take every possible measure to 
r evive the economy. On Friday, 
he will lay out Us plans to the 
lower house of pa r li ament 
Thfl prime mlntetert i office said 
top main Vaafc for Mr ObttCfai'S 
walled economic tevitalteatton 
cabinet would be to settle the bad 
loans problems of Japanese 
banks, as well as Improve am- 

giuuer CTcflflttWi 
Mr ObucM’s policies includ e : a 
"bridge' bank" " form* aftnwi at 
Mrtahg the debt-ridden bank- 
ing system; personal and corpo- 
rate tax cute worth YS.OOObn 
(fALSbrft.and a YKMMObn pack- 
age of additional pnbhc spending. 


' The problem facing the prime 
- minister ** toa* fowdn g ♦>»» hanks 
to deal with their bad loans could 
increase bankruptcies, raising 
unemployment further and 
exacerbating the downturn. 

The new government win need 
to move quickly to prevent a cri- 
sis over toe sudden depreciation 
of toe yen, which last week fan to 
7144.60 against the US dollar 
after comments by Klichi Mlya- 
zawa, the finance minister, that 
the relative value of currencies 
should be left to the market 

Some traders believe it could 
soon test its eight-year low of 
7146.75. NaoMko Nakajfana, for- 
eign exchange manager at Bank 
of America in Tokyo, said: "If 
Obuchi cannot give a clear mes- 
sage to toe market about finan- 
cial system reform, the dollar 
may have a hot summer." 

Further depredation of the yen 
could undermine any chance of 
economic recovery in south-east 

Ada ar> d incrag go top, rink tout 

the Chinese government could 
devalue the renminbi. 

TaSchi Sakaiya. the new minis- 
ter at Japan's Economic Flaming 
Agency, confessed during the 
weekend that the agency had 
been overly optimistic in its fore- 
casts. He said toe .economy could 
contract by as much as 0J> per 
cent in the current fiscal year. 
This compares with the EPA's 
official forecast of L9 per cent 
growth. 

Carradn, Pigs 22 
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Banks agree plan to avoid euro ‘chaos’ 


By George Graham, 
Banking Editor 


A group of leading 
International banks has 
agreed on a new code for 
.handlin g payments in euros, 
in the hope of averting chaos 
once the single currency 
comes into existence next 
year. 

The -Heathrow Group", so 
named because Its members 
met at a hotel near London's 
Heathrow airport, aims to 
give banks a degree of cer- 
tainty about where their 
euro payments will arrive, 
makin g it easier to maym gp 
cash balances in different 
payment systems. 


Russian 

crisis 

package 

‘certain’ 


By Charles Clever In Moscow 


A senior International 
Monetary Fund official has 
said that it is a "certainty” 
that Russia will be able to 
complete the agreement it 
reached with the IMF last 
month. 

On Saturday, Stanley 
Fischer, first deputy manag- 
ing director of the IMF, 
praised the country’s prog- 
ress in implementing an 
anti-crisis package of eco- 
nomic refonns required for 
the IMF-led $22.6bn credit 
package. 

Mr Fischer said that if cur- 
rent trends continued, there 
would be no problem with 
disbursing a second $4.3bn 
tranche of funds from the 
IMF-led package in Septem- 
ber. "The agreed measures 
are being Implemented! as 
expected he said. 

President Boris Yeltsin 
signed several decrees on 
taxation over the weekend 
and the government 
announced on Friday that it 
would sell a 9 per cent stake 
in Lukoil, the mostly private 
oil company, which could 
raise 9600m in revenue. 

“Budget income in July 
was higher than in June this 
year and July of last year. 
There is certainty that the 
IMF measures will be imple- 
mented in full," said Mr 
Fischer. 

The Russian government ! 
spent much of the weekend : 
trying to make amends with' i 
the moderate leadership | 
the breakaway republic ef’ 
Chechnya in an effort to - 
queli the threat of instability 
in the northern Caucasus. 

News agencies reported 
that Chechnya filed a formal 
protest yesterday, accusing 
Russian . troops of firing on 
Chechen territory for four 
hours, despite a meeting 
between the countries' lead- 
ers the previous day. Che- 
chen officials said Russian 
soldiers had opened fire from 
a border post in the neigh- 
bouring republic of Dages- 
tan. 

On Saturday, Sergei Kiri- 
yenko, the Russian prime 
minister, met Aslan Maskha- 
dov, the former resistance 
leader who was elected presi- 
dent of Chechnya In 1997. 
Russia has yet to honour 
promises to compensate the 
Chechen republic far dam- 
age suffered during the 
1994-96 war. 

“After today's meeting we 
have new hope that the 
agreements will, if only in 
part, be put into practice," 
said Mr Maskhadov. 

Russia's leadership has 
become concerned that if the 
Chechen government col- 
lapses, it would be replaced 
with Moslem extremists, 
leading to further instability. 
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The arrival of the euro will 
upset the logic implicit in 
the current way of making 
international payments, 
which finks each currency to 
an individual country. 
Banks have been slow to 
wake up to the potential con- 
sequences. 

Today, a payment in 
French francs is automati- 
cally routed to France, while 
a D-Mark payment Is routed 
to Germany. Next year, how- 
ever, a euro payment could 
theoretically be directed to 
any one of the 15 national 
real time systems finked to 
the European Central Bank's 
Target network, or to the 
French, German or Spanish 


net payment systems, or to 
the cross-barrier Euro Bank- 
ing Association system. 

“What you would have is 
at best a mess, at worst 
chaos," said Eric Sepkes, a 
vice-president at Citibank 
and co-ordinator of the 
Heathrow Group. 

The group includes 31 
leading banks from the 
European Union, such as 
Deutsche Bank In Germany 
and Barclays in the UK, as 
well as large international 
banks from the US and Swit- 
zerland. The basic principle 
they have agreed is that pay- 
ments should be routed to 
the specific branch indicated 
in the payment message 


For example, if a Dutch 
bank is expecting a payment 
from a German bank at its 
main Amsterdam office, it 
should not suddenly find 
that the money has been 
delivered to its Frankfurt 
office instead. 

By contrast, if the receiv- 
ing branch is linked to more 
than one payment system, it 
will not be able to dictate 
unilaterally which system to 
use to reach that particular 
branch. 

This is the basic principle 
already applied to payments 
within a gfagte country. The 
major payments systems are 
bracing themselves for a 
fla-ce battle to capture the 


bulk of euro payments, and 
have already pre-emptively 
slashed their prices. This 
battle has strong nationalis- 
tic overtones, and some 
senior bankers were worried 
that banks in some countries 
might try to force payments 
into their own na ti onal sys- 
tem. 

"This agreement takes the 
politics of nationality out of 
the debate," Mr Sepkes said. 

Failure to abide by the 
code would make it much 
mare difficult far banks -to 
manage their euro liquidity, 
because they would be 
unable to predict where pay- 
ments were likely to arrive. 
They might have been 


New Kosovo fighting blocks UN aid 


By Boy Duunore In Belgrade 


Thousands of ethnic 
Albanians Hed heavy fight- 
ing in Serbia's Kosovo prov- 
ince yesterday, just days 
after the Yugoslav president, 
Slobodan Milosevic, assured 
western envoys in Belgrade 
that government forces had 
halted their latest offensive 
against separatist rebels. 

Serbian police yesterday 
also blocked a UN aid con- 
voy from reaching refugees 
near the central town of Mal- 
isevo and prevented other 
I aid workers from going to 
the village of Ade, near the 
provincial capital Pristina. 

Mr Milosevic had promised 
international relief- workers 
full access to tens of thou- 
sands of refugees. Two small 
convoys got through on Sat- 
urday. Aid agencies fear ah 
outbreak of cholera and 
other epidemics soon. 

The UN refizgee agency 
estimates that some 150JOOO 
people, mostly ethnic Alba- 
mans, have been displaced 
in the five-month conflict. 
Many of those fleeing on foot 
and aboard tractors yester- 
day bad already been farced 


to evacuate burning villages 
during earlier offensives. 

Diplomats and foreign 
reporters in Kosovo said gov- 
ernment forces were attack- 
ing Kosovo Liberation Army 
(KLA) rebels on several 
fronts in the south-west 
near the border with 
Albania, around the central 
village of Nekovce and fur- 
ther north in the Drenica 
area where several settle- 
ments had been burned by 
police. 

Large numbers of Yugo- 
slav army tanks were seen 
moving to the front line 
around the Drenica towns of 
Glogovac and Srbica. The 
main road from Pristina to 
the western town of Pec, 
used by aid workers on Sat- 
urday to get to Malisevo, 
was cut off again. 

The Serbian authorities 
blamed the renewed fighting 
an attacks by the KLA but 
western diplomats said it 
appeared the police and 
army were resuming their 
“scorched earth” tactics. 
Diplomats ware dismayed at 
the extent of the operation 
so soon after Mr Milosevic 
had assured European Union 


envoys on Thursday and US 
ambassador Chris Hfil the 
next day that the week-long 
offensive was over. 

Despite what western 
envoys described as the wan- 
ton destruction of villages 
over file past week, the US 
A pr? its European *THp« have 
shown little inclination to 
match their threats of Nato 
intervention with action. 

The kla and leaders of 
the Kosovo Albanian major- 
ity accuse western govern- 
ments of giving Mr Milosevic 
the “green light” to attack 
the pro-independence rebels 
in order to weaken theft 
position ahead of the possi- 
ble resumption of peace 

tatlrc 

• The death in custody of 
Milan Kovacevic, a Homtan 
Serb accused of genocide 
against Croats and Moslems, 
has prompted a protest by 
his Belgrade lawyer, Igor 
Pantelic, who said the UN 
war crimes tribunal In The 
Hague had refused to give 
him adequate medical treat- 
ment Mr Kovacevic, who 
was known to be In ill 
health, died In his cell on 
Saturday of a heart attack. 



An annad Kosouo Sorb guards his boom near the road between 
Pristina and Pec, which was closed yesterday Reutera 


Aznar replaces 
budget chief 


Tour de France pedals 
to a miserable end 


By Tora.Buras.jp Madrid 


Josfe Maria Aznar, Spain's 
centre-right prime minister, 
has replaced the controver- 
sial head of his budget office, 
whose warnings on spending 
overshoots had repeatedly 
embarrassed the govern- 
ment'-: i 

The departure of Josfi 
Barea followed that of the 
government's spokesman 
three weeks ago and appears 
to prepare the way for more 
cohesive policies at the half- 
way stage of Mr Aznar’s 
term of office. 

Rodrigo Rato, the economy 
minister, said Mr Barea had 
completed the task for which 
he had been appointed when 
Spain qualified for the Euro- 
pean single currency earlier 
t frfr year. 

Mr Barea reported directly 
to -the prime minister, who 
had pUt him in charge of the 
newly created budget office 
with a brief to control expen- 
diture shortly after winning 
power in 1996. He soon estab- 
lished a reputation for out- 
spoken statements on loom- 
ing problems for Spain’s 
public pensions and health- 
care systems, something 


which strained his relations 
with Mir Rato. 

Shortly after Spain joined 
the European economic and 
monetary union, the Social- 
ist opposition used a leaked 
budget office report to 
accuse the government of 
camouflaging a shortfall in 
social security payments In 
order to bring the budget 
deficit down below the 3 per 
cent Emu threshold. 

The new budget office 
director, BaudiBo ToniA is a . 
Harvard-trained economic 
adviser to the prime minis- 
ter who, like Mr Aznar, is a 
member of the elite cadre of 
senior tax inspectors. His 
immediate task will be the 
draft of a 1999 budget which 
Mr Rato said would reduce 
the public deficit from a fore- 
cast 2J5 per cent of GDP this 
year to L7 per cent 
• The former prime minis- 
ter, Felipe GonzAlez, who is 
also a lawyer, has joined the 
defence team of two of his 
former government nffirfuin 
convicted of “dirty war" 
activities against Basque 
separatists, the newspaper 
El Pals reported yesterday. 


By David Owen in Paris 


Government siesta, Page 13 


The 1998 Tour de France was 
finally put out of its misery 
on the Champs Elysfies yes- 
terday, leaving cycling 
administrators with the 
immense task of restoring 
the sport's tarnished image. 

The doping scandals which 
have plagued the world's 
most famous bicycle race 
throughout its three-week, 
31377km (2,407-mile) odyssey 
have left a question znark 
over its future and destroyed 
the reputations of some of 
the sport's best-known fig- 
ures. 

They have also robbed the 
event of some of the magic 
which prompts millions of 
people to line the route year 
after year to witness one of 
sport’s greatest free specta- 
cles . 

“It is another sport tainted 
by drugs," said Andrew 
Johns, a Canadian student 
living in Paris who was 
watching the race yesterday. 
Even so. “it is the first time I 
have seen, the Tour de 
France, so I don’t tbink the 
doping is going to take away 
the excitement for me". 

Cycling's black summer 


has seen, among other catas- 
trophes, an admission by 
Laurent Brocbard. France's 


Yesterday there was wide- 
spread recognition among 
those watching the . race that 


world champion, that he illegal drugs should have no 
used illegal, perfarmance-en- . place in the sport But the 


hancing drugs; the placing judicial authorities were not 


under formal investigation 
of Rodolfo Mass!, the Italian 
who seemed set to be the 
Tour’s King of the Moun- 
tains; and the withdrawal of 
a third of the a teams that 
began the race an July IL 


Marco Pantan i’s 
victory will 
be for ever- 


overshadowed 


One way and another, only 


immune from criticism for 
damping down so heavily 
wide the race was in prog- 
ress. 

“They should have inter- 
vened- either before or after," 
said Michel Leroy, an inhab- 
itant of Versailles, watching 
the finish with the help of a 
periscope "it has spoiled the 
spectacle." 

It is unfortunate that dop- 
ing should have dominated 
the - race in a year in which 
.some of the stages would 
otherwise have assumed epic 
stains. The' victory of Marco 
Pantani, the' shaven-headed 
Italian who. unexpectedly 


96 of the 189 riders ..who seji ' beid Germany's Jan Ullrich 
out from Dublin survived to Info second place, will be for 


begin yesterday’s v final stage, 
one of the smallest packs, to 
reach Paris in recent years. 

For the moment, the cost 
in lost sponsorship revenues 
can only be guessed at- 


ever overshadowed. 

One has. only to contrast 
yesterday's subdued finale 
with the joyous 'scenes in the 
same place three weeks ear- 
lier, after the French soccer 


Although no sponsors- are — 4eaalag Woridr Cup triumph, 
yet considering pufltog out, . to know haw much damage 
some are unhappy about has been dohet Cycling has a 
what has happened. .... - .-mountain to climb. 


Hopeful signs after Ukraine's IMF loan agreement 


Despite concerns about its recent record, experts believe 
Ukraine will meet its commitments this time, report Charles 
Clover in Moscow and Vlada Tkach in London 


T he tentative agreement 
by the International 
Monetary Fund to grant 
Ukraine a $SL2bn loan on Fri- 
day may be driven more by 
the country's desperate 
financial situation than by a 
genuine consensus on eco- 
nomic reform in Ukraine's 
government. But that will 
i have to do, say most experts. 

Much will depend on 
whether foreign investors 
see the IMF programme as a 
milestone, signalling the 
beginning of Ukraine’s eco- 
nomic recovery, or as a 
buffer an the country's for- 
eign currency reserves 
which will allow them to 
leave the market with their 
shirts on. 

Ukraine's previous history 
of breaking cammitznents to 
the IMF is a cause for some 
concern among Investors. 

A much simp ler imF pro- 
gramme, a one-year. $585 m 
“stand-by" package, col- 
lapsed after only five 
months last spring after 
the government missed 
macro-economic targets 


several months in a row. 

The programme agreed on 
Friday, a three-year, $&Zbn 
“extended fund facility" is 
much more ambitious, 
according to IMF officials. 
Ukraine is to reduce its bud- 
get deficit from more than 7 
per cent last year to 3JI per 
cent of gross domestic prod- 
uct this year, and to about 2 
per cent of GDP thereafter. 
Inflation is to* be brought 
down from 17 per cent in 
1997 to 10 per cent this year 
and an annual average of 8 
per cent during 1999-2001. 

In addition, to meeting fis- 
-cal -and monetary targets,., 
the government must pass 
legislation on privatisation, 
tax reform, energy and agri- 
cultural sector restructuring, 
anil flushing out its massive 
“shadow economy”. 

nun- Mlthikov, hip finance 
minister, said: “If the level of 
revennes to the budget is as 
projected, we can guarantee 
that all hftrtrthtwaHca wfll be 
met" 

Philip Poole, director of 
research for Eastern Europe 


and Russia at ING Barings, 
believes that despite 
Ukraine's poor record in 
meeting the IMF terms in 
the past, this time the coun- 
try may be serious. 

“There is always going to 
be a risk. There have been 
problems in sticking to IMF 
conditions before, but the 
current government is more 
realistic in teams of financial 
discipline than was the case 
in the past" 

Western diplomats and 
IMF rafWrtfalH gr plnfn that the 
collapse of the earlier 
stand-by programme was 
due mainly tQ pohtlQal pres- 
sures brought on by parlia- 
mentary elections in March, 
and that with campaigning 
out of the way, Ukraine has 
an opportunity to implement 
belt-tightening refonns. 
They say the government 
has shown initiative in issu- 
ing dozens of decrees ■ and 
resolutions on re f o r m legis- 
lation that IMF required as 
“prior actions" before the 
loan could be granted. 

But some experts warn 


that the legal force of some 
of the decrees, as well- as 
their actual economic con- 
tent is open to question. 

“Only the titles of the- 
decrees address the IMF con- 
ditions," said Serhiy Ter- 
lrikhin, a member of parlia- 
ment from the liberal 
Refonns and Order party. Mr 
Terlokhln argues that the 
content of many decrees is 
insufficient to meet the 
Fund’s targets. 

Nevertheless, the often 
frosty relations between Leo- 
nid Kuchma. Ukraine's presi- 
dent, and the parliament, 
which have often acted as a 
barrier to reform in the past, 
appear to have warmed due 
to the desperate state atlbe. 
country’s finances- 
_By the. end ol the. year,. 
fLfibn worth of fbreign-hetd 
debt falls due, an amount 
roughly equal to the coun- 
try’s foreign currency 
reserves. The first J200m- 
9250m tranche of IMF 
money, which will act as a 
catalyst for hundreds of ma- 
lleus of Other credits, is the 
only thing that could pre- 
vent default or devaluation. 

•On June 24 parliament for- 
mally granted power to Pres- 
ident Kuchma to pass a 


revised. 1998; budget by 
decree, incorporating & so 
per cent expenditure cut. 
The. revised budget, which 
the IMF had wanted parlia- 
ment to pass, had been the 
last sticking point in the 
negotiations. 

Late last month • Olaksan- 
der Tkachenko; the speaker 
of the parliament, briefed 
the IMF negotiating team, 
saying that parliament 
would not stand in the way 
of the president’s decree on 
the - matter. This was good 
enough for the IMF. The 
revised 1998 budget, which is 
expected to be signed by Mr 
Kuchma today, will cut 4.41m ' 
hryvnia <$L2bp) of expendi- 
tures and increase revenues , 
by i.7bn hryvnia, - 
. . Analysis point- out that the 
IMF was also under increas- i 
lhg pressure , to gnuzt the 
loan. 

.One former high-ranking ! 
IMF official said that the feet | 
that' Ukraine had been , 
receiving a stand-by loan I 
from the IMF -.until very ' 
recently represented an i 
implicit endorsement by the I 
DVD’ of tiie government’s: pol- 
icies. A default would call I 
the Fund’s judgment Into ! 
question, ■ - 
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' obliged to keep huger cash 
balances titan necessary In 
their accounts at central 
batiks; eerafogbelow-raarket 
interest rates, in order to be 
sure they had enough liquid- 
ity available to meet outgo- 
ing payments. 

The Heathrow code also 
contains guidelines on 
am* ruling standard settle- 
ment instructions - the 
instructions hanks keep on 
file with their correspon- 
dents tncHcating where they 
want certain payments 
directed. Because instruc- 
tions for D-Mark «nd franc 
payments would be different, 
new SSIs will be needed to 
cover euro payments. 


STOCK EXCHANGE ALLIANCES 


Trichet urges ‘convivial’ 
financial system 


Jean-Claude Trichet, governor of the Baric of.Ftenee, 
yesterday urged. Europe's top financial centres to work 
together to construct an “open and oomArfaf' pan-Euro- 
pean system. . . ^ - 

In remato published less than a month after the Frank- 
furt arte Lorcton stock exchanges c»ncfod^*gro^^ 

breaWng amwnentto form astogle European equities: . 
trading platform, to the anger of Paris, Mr Trichet told the 
Journal du Dimanche newspaper that European Brands! 
centres ware at a crossroads. 

"They haw the choke between an open and convivial 
pan-European organisa ti on and competition between two 
or several poles which would each forge foreign afiencee,'' 
he said. 

Mr Trichet said that London, Frankfurt; and Paris eU hod 
their tromp cartfe. to Paris's case these inducted the stea 
of the French economy, an exceptional savings capacity, 
financial and industrial concentration, the quality of finan- 
cial participants and the level af technology of the systems 


The Paris bourse responded to the move by London and 
Frankfurt by revealing plots to bufid an alternative affiance 
of European exchanges. David Owen, Parte 


ZIMBABWE PROTESTS 


Mugabe curbs criticised 


Zimbabwe human rights leaders have condemned new 
rules introduced by President Robert Mugabe banning 
strikes and restricting political and public gatherings. 

"ft's horrifytog. This amounts to an urjustffied declaration 
of a state of emergency and sets us back as a country," 
said Mike Auret, chairman of the .Cathode Commission for 
Justice and Peace. 

On Friday Mr Mugabe's government published, rules 
requiring organisers to notify officials or seek poBce per- 
mission at least seven days before cafflng any gathering or 
march, Untiring the number of speakers at those events to 
three and giving the state the right to record the speeches. 

Mr Mugabe also declared finance, commerce and indus- 
try essential services, making it a criminal offence for any- 
one to Incite a strike in these sectors. 

Mr Mugabe's declaration came as the Zimbabwe Con- 
gress of Trade Unions threatened to call a flve<day stop- 
page to press demands for tax cuts. Reuters, Harare 


GERMAN LABOUR 


More flexibility seen 


Germany's tightly regulated labour maricetls becoming 
more flexible, according to Dieter Hundt, head of the Ger- 
man Employers' Federation. 

Mr Hundt claims that recant wage agreements have 
been "the main reason for better unemployment figures, 
stronger economic growth, higher In v est me nts and lasting 
price stability". He says sector' agreements differ more 
than ever, pay rises more employment-oriented and mod- 
erate and settlements more flexible. He befieves unem- 
ployment wffi continue to fen this year. 

Mr Hundt expresses concern at unit wage costs to east- 
ern Germany, which he says are stffi 20 par cent higher 
than in the west According to an Employers' Federation 
report, unft labour costs in the west wfH fsffi for the third 
consecutive year. Tobias Buck, Bonn 


CHILEAN GOVERNMENT 


New jobs for ministers 


Chile’s President Eduardo Frd reshuffled his cabinet over 
the weekend, following the resignation of Cartes Figueroa 
as interior minister . 

The defence minister, Raul Troncoso, took over from Mr 
Figueroa, who told Mr Ftei last week he had to quit 
because of declining health. Jose Florencfo Guzman, for- 
merly the head of a government bank watchdog, became 
defence minister. - 

Ja&ne Tofta moved from the energy department to 
become public works minister after Ricardo Lagos 
resigned from that post on Friday. Mr Lagos, a popular 
politician allied with a coalition of centre-left parities, is 
considered to be a favourite in presidential elections late 
next year. 

Taking over from the economy minister, Alvaro Garcia, 
who was expected to lead Mr Lagos's presidential cam- 
paign, was Jose Leiva, a virtual unknown in pofltical cir- 
cles. Reuters, Santiago 
Observer, Page 13 


UGANDA UNREST 


Rebels attack cobalt town 


At least eight people were killed in a rebel attack on the 
western Uganda town of Kasese, site of a $1 10m cobalt 
extraction plant which is the country’s largest foreign 
investment. 

The western region commander, Brig James Kazini, said 
eight people, including two soldiers, had died early on Sat- 
urday when rebels from the Alliance of Democratic Forces 
struck, burning down two hotels and setting fire to 
vehicles before retreating to nearby mountains. The gov- 
ernment-owned New Vision, Uganda’s largest newspaper, 
put the death toil at 16. 

The town is at the heart of the region’s economy. Apart 
from foe cobait plant funded by the French mining com- 
pany La Source and expected to yield 1,000 tonnes a year 
of cobalt there are plans to set up a hydro-electric power 
station, a foundry providing spare parts for the whole 
western region and a limestone quarry. International staff 


S0MAU PEACE MOVES 


Warlords protest at talks 


Leaders of several Somali factions have gone to Addis 
Ababa in response to an Ethiopian inWtetion to discuss 
ways of implementing stalled plans to restore peace to 
ttw war-tom country, potftjcal groups said yesterday. 

A number of Somafi warlords have protested at not 
bee^invited and accused the Ethiopian government of 
interfering In Somalia s affaire. 

Ar^Pf^wtotiye of All Mahdl Mohamad, who controls 

^L' 0 **** 18 inventing new leaders 
to rule Somalia under Its guidance^ 

^!?jf R u Mahdl ^ d , riot 11080 invited to Addis Ms deputy 

Ha J< Sod. regerded es a rival, had been. 

A«ifo«Jeadfr^ warlord, Hussein Mohamed AkJead, who 
tes also rert been invited, . accused Ethiopia on Saturday of 
S£??h ,ed Ra 2 J ? te Somaliland, which* 
tobereSgiSd tho ** Somalte ,n199t but has yet 

reached in December In Cairo 

“5 a a reernen t factions left out of 
me ts«a m Egypt Reuters, Mogadishu 


ii p ,an 


,. iH *** * 




rf*r- 


..****!*. il 


n » 10 
#ols ov 

#11 l ,r,c 


-4TO .4 




-i 


r“ 

•» id M 




'-fP* * 

: -*m-' 




: M»«n K tshni 


fito 


ian 

inters 


. !Imj 


.•niN 


ire 




i .... 


*• ;r vaM ‘ 


-at*. 


' "• ** 

- • ~#4 






* ir i wrea 

*^**\«i 




- "T"* . ** 


t. 


Mf| . 


Ml,.. 




\Si&> 


FINANCIAL TIMES MONDAY AUGUST 3 1998 ★ 


ASIA-PACIFIC 


« OCHAK AUlAHcg. 

feta* urg es . c 

uncial system 

-ft 


* ■ II II IMMl III IIM< Mini Hill Mil k II 


IMF planning rescue mission to Pakistan this month 

Resumption of fending- cannot come too soon for Islamabad, following easing of Washington’s stance on sanctions Imposed after nuclear tests 
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By Patar Hmtagnno 

to Lond on and 

P»rt»n Bottari in loU n w^a i 

IM 

The International Monetary 
is expected to send a 
“ission to Pakistan before 
the end of the month to pro- 
pare a new rescue package 
designed lib kelp stave off 
default on the country’s 
$42bn foreign debt 
Preparations tor the mis- 


sion an under way at Che 
IMF’s headquarters in Wash- 
ington, after the US intend 
Its view of the sanctions 
fan p OBEfl foDcwing Pakistan’s, 
nuclear teste in May. An 
rQ|F spokesman said it was 


reserves have -sunk to 
around 1500m. or two weeks 
of imports, as confidence 
ebbed in the wake of the^ 
But bankers, say 
that it could be weir Into 
September before any money 


"highly probable” the mis- is paid over, even if the mis- 
sion would leave in the sec- ston leaves on schedule and 


ond half of this month. 

■ -Resump tion of IMP lend- 
ing cannot gotee a r pnwn»nt 
too soon ibr Pakistan, whose 
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China to end 
controls over 
cotton prices 
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By Jam es Hanflna in Shanghai 

China plans to abolish 
purchasing price controls 
over cotton next year, open- 
ing up to market forces one 
of the key commodities still 
under government protec- 
tion. 

The liberalisation could 
bring Chinese cotton prices 
sharply lower, encouraging 
the country’s indus- 

try to buy more domestic 
. cotton and reduce China’s 
4m tonne stockpile of the 
product But the removal of 
price protection may put 
new pressure cm. the minions 
of Chinese cotton farmers. 

Beijing has formulated a 
plan to make cotton fully 
market-oriented, but the tim- 
ing of implementation will 
depend on approval by the 
State Council. China's cabi- 
net, the government-owned 
China Daily Business 
Weekly reported yesterday. 

Wang Zhaoyang, an offi- 
cial responsible for cotton 
pricing at the State Develop- 
ment and Planning Commis- 
sion, was quoted as saying: 
“The lifting of the purchas- 
ing price for cotton is 
unavoidable, despite the' 
incurring of heavy losses by 
farmers.” 

China's -system of price 
control. has tended to keep 
the domestic cotton price 
higher than, the price on the 
international market, 
prompting some Chinese tex- 
tile makers. to buy overseas. 
Since 1994, China has 
imported an average BQQ.QQQ . 
tonnes nf cptton_Baoh .year, 
with ‘imports' exceeding 
800,000 tonnes in 1997, . 

Meanwhile, bumper bar- 
vests over the last three 
years have built up a huge 
cotton mountain in China. 
Last year, the cotton harvest 
reached L8m tonnes, well 
over average annual de m a n d 

Key town 
falls to 
Taliban 
fighters 

Af ghanis tan’s Taliban Islam- 
ic movement yesterday cap- 
tured the key town of Shl- 
berghan .and made further 
advances to come close to 
the strategic northern town 
of Mazar-i-Sharif. the main 
opposition stronghold, 
-according to Taliban 
sources. Reuters reports 
from KabuL 

The opposition alliance 
has conceded the loss: of Shi* 
berghan to the Taliban and 
said intense fighting was 
raging to block further Tali- 
ban advances. . 

The Taliban sources said 
their militia had captured 
Ghixntal. Daultabad, Charbo- 
lak and ’Ranch districts in 
the province of Balkh and 
were about 9 miles- from 

Mazar-i-Shari£ 

The Taliban controls more 
than two thirds of Afghan- 
tetan add is trying to capture 
the rest- from opposition 
- forces. It aims to . enforce 
strict.' Islamic Sharia , law 
nationwide. Ibe ndhtia vic- 
tories came as local com- 
manders changed loyalties 
and yielded to the Taliban's 
advance without offering 
resistance. - ... .. 

. shots could be heard yes- 
terday afternoon in Mazar-i- 
Sharif, tbe.only tdg dtyout- 
side Talfban oantrnL “People 
are nervous here and some 
-are leaving. H is dif fic u lt to 
find out who is .fighting 
against who," an eye-witness 

^Tfce Taiiban said ft had 
toll control of the airport 
and other installations in 

Shibergban, the stronghold 
■ oi Uzbek warlord General 
Abdur Rashimd pcwtum. 

Last year, the Taliban 
twice tailed to extend its grip- 

on power to. the north. It was 

invited in May by an oppose 
tidn commander. Genera 
Abdul Malik, after he street 
a. mutiny against Gen Dos- 
tum. 


toe cotton of a£m tonnes. 
Betting has already intro- 
l duced a ssIbs of measures 
1 designed to encourage Chi- 
na's textile makers to use 
domestic rather than 
. imported cotton, which have 
driven down cotton Imports 
by 842 per cent in the first 
five months of this year, 
according to the official 
report. 

The cancellation of the 
price control system tor cot- 
ton is part of the govern- 
ment’s e ff or ts to save costs 
' for the textile industry, 
which toca its seventh eon- , 
ncative year of huge losses. 

China's t«H]p b uejnew ei 
recorded’ losses of about 
RMBSbn (1968m) last year 
atm while the industry has 
pledged to cut its losses by 
. RMBSbn in the second half 
of this year, a report yester- 
day said die economic cli- 
mate in China aw? abroad 
“raises doubts about the pos- 
sibility of carrying this out”. 

No details were given yes- 
terday of how the new pric- 
ing system for cotton was 
likely to. operate, but the 
removal-' of pwM THimnt pjo- 
taction could further dent 
the prospects of cotton farm- 
. ers. 

The government . has 
already indicated that the 
redaction in prices in a num- 
ber of tarn products has 
tun Ap it unlikely that agri- 
cultural incomes will rise 
: sufficiently to reach the gov- 
ernment’s target of a 5 _per 
cent increase tw« year. 

In April, Beijing intro- 
duced, the- fl^marketstele 
giecfiamsmB tor the cotam 
industry, allowing the price 
to float by 5 per cent around 
a level of BMB6S0 per kilo. 
The govemmentfixed cotton 
purchasing price hod previ- 
ously been RMB700 per kilo, 
according: to yesterday's 
report. ' .. : ” • . . 

Kashmir 
shelling 
claims 
more lives 

Three Indians were killed by 
Pakistani Are yesterday in 
the fourth day of artillery 
exchanges across tlw dis- 
puted Kashmir border, 
Indian police said, Reuters 
reports from Srinagar. 

Pakistani officials eal d the 
intensity of firing was easing 
but India spake of heavy or 
sporadic shelling in a num- 
ber at sections of the 450- 
mile ceasefire line. 

The latest clashes follow 
the two .countries’ failure 
last week to find common 
ground for a resumption of 
dialogue over their various 
disputes 'in talks in Colombo, 
the Sri Lankan capital. 

The^ ^Pakistanis-Mld yester- 
day thattbe three latest vic- 
tims, including two women, 
Jbad died in the Uri. region, 
west of Srinagar. Indian offl- 
cisl8 put the death toll on 
thpir side, at ova- 80. On the 
Pakistani side, , authorities 
sail that at least 57 dvflians 
bad ..been killed *J>d 75 
wounded by Friday night 
and that the toll could rise 
as more-rapotts- came In 
from flue remote regira. ' 

Clashes . between Indian 

and - Pakj$tani troops sta- 
tioned in the .^Bntalayan 
region have Intensified since 
the two countries conducted 
nuclear tests in May/ 
Pakistan's foreign minis- 
try said at the waekoid it 
had summoned, the Indian 
acting high commissioner to. 
protest about the. escalation. 

Pakistan also, said: Indian 
airforce Jets had violated 
the ceasefire fine tour flutes 
on Saturday: it had sent up . 
fi ghter s, far possible retalia- 
tion, The^ Indian authorities 
deoled the charges. . 

Pakistan and India have 
fought over Kashmir in two 
of - thain- three - wars -since 
independence from Britain 
in -'1847.'- -India rules two- 
thirds itfKashaflr and Pakis- 
tan the rest - . 
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is able quickly to agree 
details of a sew economic 
stabilisation programme 


Nawaz Sharif, prime minis- 
ter. 

In the meantime Pakistan 
continues. to hope for an 
Infusion of funds from Its 
Middle Racr allies. Officials 
say they expect an emer- 
gency loan of some |250m 
from Kuwait in the 
fixture and there is talk of 
support from other countries 
including the United Arab 


with the government of Emirates and Saudi Arabia. 


Pakistan Is expected to 
seek a large package from 
the IMF and other donors. 
lahaqiiA DOT. ra ipyrtpW w min- 
ister, said last week up to 
Mho would be needed to fill 
the country's financing gap 
over the next 12 months. 
Given the near-exhaustion of 
the reserves a substantial 
portion is likely to be needed 
early. 

This points to the imposi- 


tion of strict policy condi- 
tions, which Pakistani econ- 
omists say could be far 
harsher than any hitherto 
demanded by the IMF. Pre- 
liminary discussions on the 
nature and scope of the pro- 
gramme that will be naadad 
are a central part of the pre- 
paratory work now under 
my in Washington. 

The work is complicated 
by the need to mesh tba IMF 


discussions with Interna- 
tional pressure on Pakistan 

to sign the Comprehensive 

Test Ban Treaty following 
its nuclear tens. Officials 
say they expect talk on this 
to proceed in parallel with 
dUraumtaM with the IMF. 

Following the visit to 
Pakistan last month by 
Strobe Talbott, deputy US 
undersecretary of state, the 
US made dear it would not 


veto any IMF ass i stance for 
Pakistan, 

The change of heart came 
amid growing international 
alarm at the speed with 
which Pakistan's economy 
was deteriorating in the 
wake of sanctions. These 
have hit it much harder than 
India, whose nuclear teats 
prompted Pakistan'*. 
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Gloom over Philippines’ short-term prospects 




Ramos: biggest Mure* 


By Justin Martini to ManSa 

— 

The. Philippine business 
community is overwhelm- 
ingly pessimistic about 
short-term prospects for the 
economy and corporate 
growth, according to an 
itiflugnHai survey. 

The six-monthly report 
from the Makati Business 
Club (MBC). the voice of big 
business in the Philippines, 
reveals 98 per cent of the 140 
executives, surveyed believe 
the economy will be weaker 
in 1996 than last year. Gov- 
ernment forecasts have been 
progressively downgraded, as 
the regional crisis intensi- 
fies, but economists believe 
the 28 per cent growth tar- 


get for gross national prod- 
uct this year is still exces- 
sive. Last year, GNP grew at 
5£ per cent. 

With the sole exception of 
export growth - which, 
although slower than the 
22A pa cent last year, will 
still iHffprentiafft the Philip- 
pines from Its more troubled 
neighbours - business 
expects a deterioration in all 
the important economic Indi- 
cators in 1996. Ninety nine 
per cent expect inflation to 
be higher, 73 pa cent expect 
interest rata will rise, and 
75 pa cent forecast the peso 
will depredate further - by 
an average of 8 pa cent 
from the end of last yea. 
when It stood at 39J9B to the 


US dollar. On Friday, it was 
trading at about 42 to the 
dollar. “Pessimism remains 
because toe crisis remains," 
mm Guillermo t.m> bead of 
the MBC. 

On prospec ts for the corpo- 
rate sector, only 30 per cent 
expect moderate growth in 
revenues and Income this 
yew, with 18 pa cent proj- 
ecting moderate decline* aid 
22 per cem preparing for big 
drops. Executives say cri me , 
peace and order and corrup- 
tion - seen as the biggest 
failures of former president 
Fidel Ramos - are the key 
Issues for the new president, 
Joseph Estrada to tackle. 

Mr Estrada, who last week 
delivered a frank assessment 


at the economy is his state 
of the nation address - in 
effect, saying the country 
was bankrupt - has 
announced peace and order 
anij thp fight aga in s t corrup- 
tion is high priorities of his 
administration. Although 
the precise figure cannot be 
known, ha says up to 40 per 
cent of the national budget 
is lost through corruption. 
His pledge to abolish the 
“pork barrel” funds of 
congressmen - used to pro- 
vide infrastructure projects 
and other special-need pro- 
grammes on the local level - 
has been welcomed by the 
business community but is 
expected to encounter fierce 
Opposition in Congress. 
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THE AMERICAS 


Republican takes lenient lin e on Clinton 


By Marie Suzman In Washington 


A leading US Republican 
said yesterday that if Presi- 
dent Bill Clinton openly 
admitted be had committed 
perjury in denying an affair 
with Monica Lewinsky, a For- 
mer White House worker. 
Congress would not neces- 
sarily consider the revela- 
tion sufficient grounds to 
open Impeachment hearings. 

Speaking on US television 
yesterday. Orrin Hatch, the 
influential chairman . of the 
Senate judiciary committee, 
said that provided Mr Clin- 


ton was not guilty of more 
serious crimes, such a con- 
fession would probably fore- 
stall further action by Con- 
gress and be forgiven by the 
American people. 

-If he comes forward and 
tells it and does it in the 
right way and there aren't a 
lot of other factors to cause 
Congress to say this man is 
unfit for the presidency 3nd 
should be impeached, then I 
think the president would 
have a reasonable chance of 
getting through this," he 
said. 

Mr Hatch's comments 


reflect a broader uncertainty 
among Republicans about 
how best to handle the mat- 
ter, with congressional elec- 
tions due in November and 
Mr Clin ton's personal popu- 
larity remaining high. 

New polls indicate that 
while nearly 60 per cent of 
Americans now believe the 
president has hed about the 
allegations, a majority feel 
that impeachment would 
still be inappropriate. 

The remarks will also add 
to pressure on Mr Clinton to 
pursue what is being called 
the mea culpa strategy: 


admit an affair but assert he 
had previously denied it to 
protect his wife and daugh- 
ter from embarrassment. 
Many of the president's 
advisers are reported to 
believe that while such an 
admission would damage his 
personal reputation and 
political clout, it would 
ensure that he stays in 
office. 

The debate has been trig- 
gered by last week's 
announcement that Ms Lew- 
insky bad struck an immu- 
nity deal with prosecutors 
under which she is expected 


to say that she did have an 
affair with Mr ‘Chiffon and 
that the two of them dis- 
cussed nays to conceal it 

Mr Clinton has repeatedly 
denied any sexual relation- 
ship with Ms Lewinsky- and 
is due to testify an the mat- 
ter on a live video link-up 
with the grand jury on 
August 17. 

Separately, the FBI is 
shortly expected to complete 
its tests on a cocktail dress 
belonging to Ms Lewinsky 
that allegedly contains phys- 
ical evidence of a sexual 
encounter. Meanwhile prose- 


cutors are also believed to 
have amassed a wide range 
of corroborating evidence 
that such an affair took 
place. 

Ms Lewinsky to under- 
stood to have spent much of 
the weekend in discussion 
with prosecutors and could 
begin giving formal testi- 
mony to the grand jury- as 
early as this week. 

Meanwhile the White 
House sought to give the 
impression of business as 
usual with Mr Clinton 
attending * number of fund- 
rasing events. 


Mexico set to 
award $lbn 


gas contracts 


By Henry Tricks to Mexico GBy 


Oil companies seek to broaden their horizons in Alaska 


Mark Suzman takes a look at new 
exploration projects that are opposed by 
environmentalists and indigenous groups 


Alaska: ofl companies 1 attention shifts to the rest of vast North Slope 


F lying over Alaska's nor- 
mally frozen Arctic tun- 
dra during its brief mid- 
summer thaw is deceptive. 

At first glance the land 
seems vast and empty - mile 
after mile of flat green pas- 
ture stretching from the 
mountains to the Arctic 
ocean. But a closer look 
shows it to be teeming with 
life. 

The black dots scattered 
below are in fact thousands 
of caribou and musk oxen 
taking advantage of the good 
grazing while myriad lakes 
are filled with waterfowl and 
other birds. 

From np high, there is also 
another clearly visible char- 
acteristic: the fragile land- 
scape is criss-crossed with 
long rows of parallel lines 
stretching to the horizon, 
the legacy of seismic testing 
for oiL And looming out of 
the fog in the distance is tan- 
gible proof that there is a lot 
of the black liquid lurking 
below ground: the drilling 
towers of the 250 square mile 
Prudhoe Bay complex, the 
biggest oilfield in North 
America. 

In 20 yearn. Prudhoe Bay 
has already produced over 
9bn barrels of oil. But 
despite some new finds in 
recent years that have signif- 
icantly extended its lifespan, 
the field as a whole is in 
long term decline. As a 
result, the two oil companies 
that dominate the complex - 
British Petroleum and Arc o 
- are keen to expand their 
search to other parts of Alas- 
ka’s vast North Slope. And a 
US government study, expec- 
ted this week, is likely to 
recommend limited drilling. 


Exploration has focused 
environmentalists on two 
areas: the coastal plain of 
the 19m acre Arctic National 
Wildlife Refuge near the 
Canadian border and the 
23m acre National Petroleum 
Reserve to the west of the 
existing oilfields. But envi- 
ronmentalists and some 
indigenous groups are 
fiercely resisting opening 
any new drilling, charging it 
would ruin some of the US's 
last great wildernesses. 

While opening up new 
areas to oil exploration is 
broadly favoured by Alas- 
kans - who benefit directly 
from oil revenue - it has tra- 
ditionally been opposed by 
the Clinton admicustration. 
With oil prices low and polls 
showing that most people in 
the "lower 4S n states in the 
US oppose drilling, the 
White House has been con- 
tent to use the issue to bol- 
ster its environmental track 
record. 

But pressure has been 
growing for some relaxation 
on that stance. New esti- 
mates showed that probable 
oil reserves in the Refuge 
are around 20bn barrels - 
double what was originally 
thought - and there Is fresh 
evidence of substantial oil in 
the Reserve as well. Also, 
the president Is keen to pro- 
vide some support for Tony 
Knowles, the state's Demo- 
cratic governor in a tradi- 
tionally Republican state, 
w ho is a strong backer of 
new drilling. 

Of the two areas, the Ref- 
uge is the more attractive 
for the oil companies. But 
the patch of tundra where 
most of the oil is to be found 
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is also the bir thing ground 
for a 160,000-strong caribou 
herd. 

Environmentalists say 
that Prudhoe Bay has 
already disr upted a smanw 
hod and point to incidents 
such as a finw im pnfiwi ear- 
lier this year on subcontrac- 
tors illegally dumping waste 
as a sign of what could hap- 
pen on the coastal plain. 
Drilling is also fiercely 
apposed by the Gwich’In - a 
tribe of about 6,000 Athabas- 
can Indians who have relied 
on the caribou for food, 
clothing and other basics. 

The industry says the 
environment had not been 
significantly harmed by its 
presence and insists that 
technological improvements 
means that it would leave a 
much smaller “footprint" on 


the tundra in any new fields 
than it did in Prudhoe Bay. 
"Our environmental perfor- 
mance has not been perfect 
but it has been excellent,'’ 
insists Paul Laird, a BP 
spokesman. "Drilling would 
do minimal damage.” 


S wayed by such argu- 
ments. the Republican- 
con trolled Congress 
came close to granting per- 
mission for drilling in the 
1995 budget. After a 
protracted legislative battle 
and the threat of a veto by 
President Clinton the move 
was defeated. But it has not 
gone away. Last month 
Frank Murkowski, the 
Republican Alaska senator, 
held a hearing on the new 
oil estimates for the Refuge 
to try to resurrect the issue. 


For the immediate future, 
however, the attention of the 
industry has tuned to the 
Petroleum Reserve, which 
despite its name is also 
largely untouched wilder- 
ness. Advanced geological 
techniques have found evi- 
dence of substantial oil 
deposits, prompting the inte- 
rior department to under- 
take a study on whether to 
allow drilling in a designated 
planning area on its eastern 
boundary. 

And while Deborah Wil- 
liams, special assistant to 
the interior secretary for 
Alaska, says there is "no 
chance" of the administra- 
tion relaxing its stance on 
keeping oil companies out of 
the Refuge in the near 
future, she admits the 
debate over the Resave is 


more complicated. “It is not 
a refuge, and it is not a 
park." she says. “By Con- 
gressional mandate it is 
open to drilling and we will 
have to balance the interests 
of both sides." 

As a result, most observ- 
ers now expect this week's 
government study to recom- 
mend same d rilling in the 
area. And that is a prospect 
which enviro nmental groups 
fear could become the thin 
end of a wedge that eventu- 
ally could prise open the I 
coastal plain to oil compa- 
nies as well. 

Allen Smith. . Alaska 
regional director of the Wil- 
derness Society, an environ- 
mental lobby group, warns: 
"WeYe vary sensitive to the 
fact that tins battle can only 
be lost once." . 


Mexico alm s to award SI bn 
in contracts this week to 
supply natural gas to its pol- 
luted capital, an undertaking 
fraught with hazards in one 
of the world's most heavily 
populated cities. 

Winners of the two con- 
tracts to lay natural gas 
pipelines around Mexico City 
and its sprawling suburbs 
will have to factor fcn earth- 
quake risks and ground that 
is sinking under the city's 
weight. They also have to 
avoid archaeological trea- 
sures in a efty founded on 
the ruins of the former Aztec 
capitaL 

Industry experts said it 
was one of the world's most 
ambitious natural gas pro- 
jects. The Mexico City met- 
ropolitan area has some 16m 
inhabitants, but only 133,000 
residents and businesses use 
the light, methane-based 
ftiel. 

The rest use propane, or 
liquid petroleum gas. a 
highly explosive fuel driven 
door to door by truck drivers 
with a cavalier attitude to 
road safety. 

Three Internationa] com- ' 
pet i tors have presented 
financial bids for the two 
projects, and two winners 
are due to be announced 
tomorrow. 

Mexico’s largest natural 
gas provider, a subsidiary of 
Spain's Repsol called Gas 
Natural M&dco, is one bid- 
der. Also competing is a con- 
sortium including Gaz de 
France and the Mexican con- 
struction company Bufete. 
and another linking Mexico's 
Grupo Diavaz with Lone 
Star Gas International of 
Texas. 

The government -hoped 
each winner would pledge at 
least S500m In investment 
over the next 10 years, more 
than doubling the 3400m 
committed to supply natural 
gas to seven other cities 
since Pemex, the state oil 
company, lost its monopoly 
on natural gas distribution 
In 1996. 

But even the bidders 
acknowledged there would 
be formidable challeng es. "It 
will be very, very compli- 
cated," a member of one bid- 
ding group said. 

Natural gas. more custom- 
ary in northern Mexico, is 


virtually unknown In the 
capital and there are wide- 
spread safety fears about 
household fuels since an 
explosion kilted more Uun 
500 people in Mexico City In 
1984. 

The government stdd natu- 
ral gas* which evaporates 
info the air. is far safer than 
liquid petroleum gas. It 
hived it would become popu- 
lar because it was 30 per 
emit cheaper and less pollu- 
ting. 

But there are other obsta- 
cles. Confronting the natural 
gas distributors is an army 
of Squid petroleum gas com- 
panies which have estab- 
lished minS-fiefifoms in the 
maze of Mexico City neigh- 
bourhoods they serve. 

The government last year 
abolished subsidies, which 
weakens their stranglehold. 


Problems include 
earthquake risks 
and avoiding 
archaeological 
treasures 


but is unwilling to muscle in 
too strongly on their domain 
because of the power they 
wield, often ihuggisbly. 

“They're not the cleanest 
guys in the world," said one 
official. Push them too hard 
and "you literally get your 
legs broken". 

The potential resistance 
has forced the government 
to put what some see os an 
unambitious target on natu- 
ral gas usage hi the short 
term. Within five years, the 
winning companies are 
required to raise the number 
of users to 650,000 - a small 
figure compared with the 
total population, though if 
many are industrial consum- 
ers, it should ease pollution. 

Industry analysts said sup- 
ply represented another 
problem. Three budget cuts 
this year have forced Pemex 
to postpone investments in 
new. natural gas production 
but the government planned 
to eliminate a prohibitive 5 
per cent tariff on natural gas 
imports from the US. which 
would ease short-term sup- 
ply problems. 


INTERNATIONAL 


Israel’s banks hand over dormant account details 


By Judy Dempsey to Jerusalem 


Israel's banks have handed 
c o the justice ministry 
□u of dormant accounts, 
sonu 'F which date beck to 
the Holocaust 

It is the first time the 
banks have cooperated with 
Shmuel Tsur, administrator 
general and official receiver, 
to trace the owners of such 
accounts. 

But unless a bill presented 
to the Knesset last week suc- 
ceeds in amending the strict 
banking secrecy laws, the 


names will not be available 
to the public. 

Each case will instead be 
examined by the courts to 
determine If It is "abandoned 
property”. 

As the custodian of 
“enemy property” confis- 
cated in 1938 by the British 
Mandate which ruled Pales- 
tine until the State of Israel 
was created In 1918, Mr Tsur 
is responsible for bank 
accounts, bonds, shares, gold 
and land. 

They were confiscated 
from Jews living under Nazi 


rule but who had invested in 
Palestine. 

The banks said they had 
been diligent in contacting 
any client with an account 
inactive for 10 months or 
more. 

“We do not have a lot of 
people inquiring after dor- 
mant accounts." said Yooah 
FogeL spokesman for Bank 
Leumi, the largest bank in 
Palestine before 1948. He 
added that Leumi handed 
over Holocaust accounts to 
the general administrator's 
office in 1982. - 


But the office never pub- 
lished the names and the 
banks invoked secrecy regu- 
lations. making it difficult to 
establish if all Holocaust 
accounts had been handed 
over. 

“Maybe there are those 
who never knew their Holo- 
caust parents held bank 
accounts and which the 
banks still bold," admitted a 
senior bank official. 

Following pressure from 
Mr Tsur. Yona Yahav, Knes- 
set deputy and opposition 
Labour party member spear- 


heading more transparent 
banking laws, and US 
pressure on Swiss banks to 
open their books, Israeli 
banks recently handed over 
a list of 8.000 dormant 
accounts to the general 
administrator. 

“The banks made a.90 per 
cent effort in cooperating" 
said Mr Tsur. "They did -not 
do their utmost to locate the 
names of ' • dormant 
accounts." 

Until last year, the general 
administrator’s office had 
dragged its feet in tracing 


owners of dormant accounts. 
After breaking a wall of 
bureaucratic resistance, Mr 
Tsur managed far fee first 
time since 1948 to publish a 
list Of 10,000 namflg claiming 
4,000 abandoned units of 
property. . 

But publicising the new 
list will not be easy. Mr Tsur 
has to apply to a court to 
determine if each account is 
abandoned property. If so, 
the property will be handed 
over to his office, which can 
then publish the wapy* 

“It’s a very slow task. I 


have two or three clerks to 
help me. I have repeatedly 
asked for more staff," he 
explained. 

Mr Yahav thought a new, 
transparent banking law 
would speed matters. 

His private member's bill 
wants those dormant 
accounts handed to the gen- 
eral administrator to be pub- 
lished. But the legislative 
process is slow. He has to 
wait 45 days before the first 
reading; the Knesset recess, 
which started last week, 
does not count. 
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Tension builds amid fears of new Angolan war 


Dialogue has almost ceased since UN special representative 
Aiioune Blondin Beye died in an air crash in June. As both sides 
rearm, Nicholas Shaxson reports on the mood of the country 


T he clouds of rumours 
which swirl through 
the rubbish-choked 
streets of Luanda have thick- 
ened into a dense fog of 
deception, wild claims and 
allegations as tension builds 
amid fears of a new war in 
Angola. 

A drunken army officer in 
a bar hints at new 'secret 
weapons, a businessman 
talks of remit killings in the 
suburbs, and the United 
Nations denounces state 
media for spreading false 
and dangerous propaganda. 

Although some reports 
suggest the government has 
taken a decision to launch a 
big military offensive 
against the National Union 
for the Total Independence 
of Angola (Unita), observers 
strongly doubt that point 
has yet been reached and 
say ft can still be avoided. 

“We are not hearing that a 
definitive attack is about to 
happen. But It might come 
eventually," a diplomat said. 

Dialogue has almost 
ceased since UN special rep- 
resentative Aiioune Blondin 
Beye died in an air crash on 
June as. 

Trucks packed with 
unhappy recruits to the 


Angolan Armed Forces 
(FAA) are again emerging 
from Luanda's seething sub- 
urbs, and Unita is once more 
press-ganging youths in the 
countryside. 

New 'arms for the govern- 
ment are arriving from Bra- 
zil, Russia and elsewhere, 
while guns leak into Unita 
territory across the long, 
porous borders. Unita has 
taken over some small towns 
across Angola in the past 
two months, and govern- 
ment police and soldiers 
have been looting and killing 
civilians. Each side accuses 
the other of a massacre in 
the diamond rich northeast 
on July 22 in which at least 
ICS people died. 

“The only thing that is 
clear is that it isn’t clear." a 
diplomat said. "Many reports 
of battles are not true. The 
police usually run away 
when they hear Unita is 
coming, but that looks bad 
on their CVs so they say 
there was a fight." 

All these signs are part 
of a complex game or decep- 
tion and brinkmanship, in 
which each side needs to 
present the other with a 
credible military threat as 
part of an agenda which is 


still essentially political 

Jonas Savimbl, Unita’s 
charismatic leader, has 
implemented many of the 
terms of the 1994 Lusaka 
peace agreement 

Unita officials sit in parlia- 
ment in Luanda, the inflam- 
matory Voice of the Black 
Cockerel radio has closed, 
and various towns have been 
handed to state control, 
though some of those have 
been reoccupied recently. 

The government controls 
big .towns and cities, 
although Unita still holds 
much of the countryside. 

It is unlikely any offensive 
will materialise while UN 
special envoy Lakhdar Bro- 
himi, who arrived on Friday 
for a five-day trip, is in the 
country. Nor is an attack 
probable in the absence of 
President Jose Eduardo dos 
Santos, who is planning a 
trip of up to two weeks to 
Brazil from Tuesday, or even 
before the latest UN man- 
date expires on August is. 

And observers say there is 
no clear reason why a war 
should necessarily erupt 
soon after that. Mr Savimbl 
has not only squirmed out of 
commitments to complete 
the Lusaka deal, but has also 




Left: Jne Eduardo doe Santos, Angola's president, whose government controls Mg towns and cities. 
Right: Jonas Savimbi, leader of Units, which «ta holds much of the countryside. Centre: Lakhdar 
Brahtod, UN special envoy, who arrived tost Friday: due for ts&swHh Mr dos Santos today AP 


evaded numerous attempts 
to capture or kill him since 
he took up arms against the 
colonial Portuguese in the 
mid-1960s. 

But his position now is as 
bad as it has ever been. 
"Savlmbi has been able to 
hide for 33 years.” said Ger- 
ald Bender at the University 
of Southern California, one 
of the world’s experts on 
Angola. “But year 34 Is 
much more complicated." 

Mr Savimbi lost two key 
allies last year when Presi- 
dents Mobutu of Zaire 
Pascal Lissouba of Congo- 


BrazzavSle were toppled in 
rebellions backed by the 
FAA. By January he had 
withdrawn again, under 
FAA pressure, from, his main 
diamond mines which pro- 
duced just over 'half of an 
estimated total Angolan pro- 
duction of $lbn last year. 

Unita is not expected to 
mine much more than SlOOm 
worth of diamonds in 1998. 

A Southern African 
regional effort to choke off 
clandestine supply chamw»T«_ 
combined with layers of UN 
sanctions, has made his 
operations more expensive. 


The government can still 
buy weapons with borrowed 
money, largely because of 
collateral it is able to pro- 
vide in the form of future oil 
production. Vast offshore 
finds in the last two years 
will push output to a 
barrels per day by 2000, and 
this figure will keep rising 
fast 

Though Unita still proba- 
bly has some 10,000-15,000 
motivated men under arms, 
it is unlikely to hold its- cen- : 
tral highlands strongholds of 
Andulo or Bail undo if the 
well equipped FAA attacks. 


Mr Savimbi may be pre- 
paring the ground for an 
eventual withdrawal from 
Andulo and Bailundo. 

Many of the areas recently 
reoccopied lie in the eastern 
province of Mexico near the 
Zambian border, and some 
diplomats even suggest Mr 
Savimbi wants to renegoti- 
ate the Lusaka agreement to 
allow a form of dejacto par- 
tition of the country, with 
Unita in a southern and east- 
ern region. “Bat the govern- 
ment will never allow that * 
one diplomat said. 

The focus for a solution to 
now narrowing. “The gov- 
ernment almost has no prob- 
lem with Unita now," the 
diplomat said. “The problem 
Is purely SavfinbL The great- 
est question of all to: what to 
going on in his mind?" - 

One by one, Mr Savimbi’a 
reasons for fi ghting have 
faded. 

The war against colonial- 
ism ended at independence 
from Portugal in 1975. 

An ideological struggle > 
stopped when the govern- 1 
ment officially abandoned | 
Marxism-Leninism in 1990. ! 

And with many Unita offi- 
cials now In parliament a 
fight based on ethnic iden- 
tity has been sidelined. 

“That leaves him with one 
last cause, and that to to be 
president” another diplomat 
said. T am not sure he real- 
ises that is impossible." 


President Mohammad 
Khatami of Iran yesterday 
announced an economic 
reform package that 
included plans to limit 
monopolies on goods and 
services, eliminate the red 
tape hindering foreign 
investment and re-evaluate 
the tax system, agencies 
report from Tehran. 

The address, in which Mr 
Khatami pledged to place 
demands of social justice 
above economic growth, 
apparently signalled a 
partial victory for the 
left wing of his coalition 
cabinet 

The economic address had 
been scheduled for early last 
month, bat factional discord 
within the government and 
weak prices for the oil that 
fuels much of Iran's budget 
forced a delay. 

Iranian economists said a 
compromise between com- 
peting drafts - one by free- 
market technocrats, the 
other by Islamic leftwingers 
- was being debated. Now, 
after a year in office, Mr 
Khatami, a moderate Shi’ite 
dale, appeared to have set 
his course to ease what lie 
called the economic “illness" 
plaguing Iran, 

“This illness la rooted in 
the few decades past, and 
until a fundamental change 
is made a multitude of eco- 
nomic problems will exist." 
said the president 

Mr Khatami called for the 
implementation of Interest- 
free. or "Islamic", bonking 
and the reformation erf a for- 
eign exchange system which 
currently offers different 
rates to different organisa- 
tions and people. 

He also said that Iran 
must give priority to repay- 
ment of its foreign debt, esti- 
mated at around glSbn. 

However, he said he would 
not withdraw government 
subsidies on basic commodi- 
ties. such as rice, cooking ail 
and meat. 
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For .26 years, SAP has succeeded because customers have believed in us. We have returned the favor by relentlessly 
working to make the most effective business software in the world. Today, as we are listed on the New York Stock 
Exchange for the first time, that-commitmebt has never been stronger. We consider it an honor and a privilege to 
work with the companies that we do. Our listing today is a symbol of their success as much as it is our own. To find out 
more about the SAP listing on the New York Stock Exchange, visit us at www.SAPonNYSE.com. Or call 1-800 -283-1 SAP. 
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BRITAIN 


Pressure grows for cut in interest rates 


By Robert Chute 

and Brian Groom in London 


Business leaders yesterday 
stepped up tbeir call on the 
Bank of England, the liK 
central bank, to start cutting 
interest rates, as a survey- 
showed small and medium 
sized manufacturers in 
Britain shedding jobs for the 
first time in four years. 

The Bank’s monetary pol- 
icy committee will meet to 
discuss rates on Wednesday 
and Thursday. 

City' economists give little 
credence to the possibility of 
a rate cut. with one survey 
last week suggesting a 40 per 


cent chance that rates will 
rise and a *50 per com chance 
that they will remain on 
hold. 

The Confederation of Brit- 
ish Industry reported that 
business optimism 3tnong 
small and medium sized 
manufacturers was falling at 
its fastest rate since January 
1991. according to a break- 
down of its larger quarterly 
industrial trends survey. 

The drop in business opti- 
mism reflects worsening 
news about order books. 
Total orders are dropping at 
their Fastest rate for almost 
seven years, while export 
orders are declining at their 


fastest rate since the survey 
began in January lyfio. 

Order books are expected 
to continue deteriorating 
over Lhe next four months, 
but at a less pronounced 
rate. The pace of job losses is 
expected to accelerate, how- 
ever. reaching its highest 
since shortly after the last 
recession ended in 1992. 

The squeeze on the corpo- 
rate sector is also high- 
lighted by a separate survey 
showing that the number of 
quoted companies located in 
nine of the Jl regions out- 
side the capital has fallen in 
the last she months. 

The total number of LTv 


quoted companies has 
dropped by 32 to 2 . 122 . 
according to BVVD Rensburg. 
the financial services group. 
In regions outside London 
and the rest or south-east 
England, the number has 
fallen by 26 to t:m. with more 
expected to disappear in 
coming months. 

Colin Perry, chairman of 
the CBI’s small and medium 
sized enterprise council, con- 
ceded that this week's deci- 
sion on interest rates was 
finely balanced. But he 
argued that a quarter-point 
rate cut "would give the 
right signal to our growing 
companies at a time when 


they are suffering from a 
strong pound and weakening 
domestic demand". 

Predicting lhe Bank's deci- 
sion this week is compli- 
cated by it being based on 3 
new quarterly forecast for 
inflation, prepared for this 
month’s Inflation Report. 
This will include an assess- 
ment of the impact of the 
minimum wage and the gov- 
ernment's recently 
announced spending plans. 

The Bank will also have to 
assess the threat to inflation 
from the labour market, 
where average earnings 
growth in the private sector 
has topped 6 per cent. 


The CE! yesterday pointed 
out the problems posed for 
companies by a shortage of 
skilled labour, noting that 
nearly h3lF L ! K companies 
had lost output over the past 
year as a result. 

As many as 49 per cent of 
employer respondents tn the 
services sector reported that 
3n acute lack of qualified 
workers had hampered their 
business performance, with 
45 per cent ut' those in manu- 
facturing also doing so. 

Just under 60 per cent of 
companies employing 5.000 
or more workers said a 
skilled labour shortage had 
adversely affected output. 


Cambridgeshire 
boosted as centre 
for high-tech jobs 


MILITARY TRAINING UK-US JOINT VENTURE WINS 30-YEAR HELICOPTER DEAL 

Sl.lbn defence contract awarded 



By Brian Broom » London 

The number of high- 
technology jobs in Cam- 
bridgeshire. in south-east 
England, has grown by 2.700 
in the past two years to 
37,030. underlining the area's 
role as one of Europe's lead- 
ing employment hot spots in 
sectors such as computing 
and telecommunications. 

A study by Cambridge 
County Council's research 
group shows high-technol- 
ogy employment growing 
faster than in the economy 
as a whole. High-tech iodis- 
tries account for 11 per cent 
of Cambridgeshire jobs - ris- 
ing to 15 per cent in Cam- 
bridge. the university town, 
and 24 per cent in south 
Cambridgeshire, the district 
around it. The UK average is 
below 3 per cent 

The study comes as Cam- 
bridge debates the environ- 
mental pressures created by 
high-technology growth. 

Businesses were angered 
last autumn when South 
Cambridgeshire District 
Council rejected a planning 
application by Wellcome 
Trust, the world's biggest 
research charity, to build a 
science park south of the 
city, next to its human 
genome research centre. 

Many people argue that 


the answer to Cambridge's 
problem of development, 
which is putting pressure on 
housing, transport, public 
services and the countryside, 
is to encourage companies to 
move further afield. 

The study suggests this 
will be difficult to achieve. It 
says: "Analysis of past 
moves shows a relatively 
low degree of flexibility as 
regards locationai choices.” 

It adds: "The increasing 
tendency to develop clusters 
of companies, possibly shar- 
ing some core services, will 
also concentrate high-tech 
employment where there is 
an existing nucleus.” 

The value of the hi-tech 
sector - not only locally but 
to tbe eastern region and 
nationally - is undisputed, 
says the report. But there is 
not the same consensus 
about tbe form any new 
development should take. 

Cambridge sub-area - the 
city and most of south Cam- 
bridgeshire - accounts Tor 
more than 26.000 jobs - 71 
per cent of all hi-tech 
employment in tbe county. 

The largest sector is 
research and development, 
with 24 per cent of the jobs. 
Electrical and electronic 
engineering account for 17 
per cent and computer ser 
vices for 13 per cent. 


By Andrew Parker, 

Political Correspondent 

A UK-US consortium has 
been awarded a 30-year con- 
tract worth £650m (Sl.lbn) to 
train the British Army in the 
use of its new attack helicop- 
ter. the UK government 
announced yesterday. 

Aviation Training Interna- 
tional. a venture between 
GKN Westland Helicopters 
and Boeing, will be responsi- 
ble for training air and 
ground crews in the opera- 
tion and maintenance of the 
Apache attack helicopter. 

The contract is the second 
big private finance initiative 
agreement - under which 
private capital is injected 
into public sector deals - 
covering ground-based heli- 
copter training. Training 
facilities will focus on 
advanced simulators which 
reduce the need for flying 
and the use of live arma- 
ments. ATI will use commer- 
cial financing to fund the 
initial investment in equip- 
ment. infrastructure and per- 
sonnel. 

Lord Gilbert, defence min- 
ister responsible for procure- 
ment. said: "The attack heli- 
copter will provide a key 
capability for the fast, flexi- 
ble forces the strategic 
defence review has shown 
we need for the future. This 
partnership deal places hill 
responsibility on the joint 
venture company to provide 


a high-quality service in 
time for Apache's entry into 
service in December 2000. 
and will help us take full 
advantage of the helicopter's 
capabilities.” 

GKN Westland is building 
67 AH -64 Apache attack heli- 
copters for the army under 
licence from Boeing. 

Richard Case, chief execu- 
tive of GKN Westland, said: 
“Tbe use of private sector 
funding to reduce tbe initial 
capital outlay for govern- 
ments involved in major 


defence procurements is 
becoming increasingly 
attractive to a number of 
countries around the world. 
Tbe UK MoD is among the 
first to challenge traditional 
procurement practice and 
look for smarter solutions." 
• George Robertson, 
defence secretary, is appoint- 
ing a team of senior officials 
to push through implemen- 
tation of the government's 
strategic defence review, 
published last month. Our 
Defence Correspondent 


writes. The team's leader is 
to be Margaret Aldred. who 
has been in charge of person- 
nel policy for tbe armed ser- 
vices. 

The services are to 
undergo changes to make 
more troops rapidly deploya- 
ble to trouble-spots. Ms 
Aldred will oversee imple- 
mentation of force structure 
changes and of a drive to 
achieve 3 per cent annual 
savings in operational effi- 
ciency within the MoD’s 
£22bn budget. 


NEWS DIGEST 


NORTHERN IRELAND 

Belfast hit by firebombs 
after car blast injures 30 


Two shops and a pub in the centre of Bel ast. tht pnnopal 
city of Northern Ireland, wore hit by incendiary attack^ . 
early yesterday. Fires broke out. p dice confirm ik*. and two 
clothes shops were worst hit by the llamos. smoke and 

* Meanwhile, toss adjusters were examining up hi 200 
properties damaged by a car bomb that exph^edon Sat- 
urday in the nearby (own at Banbndge. A oOOib bomb m 
the middle of the town injured morn than 30 peopfa* and 
wrecked several shops. 

Nobody has admitted responsibility for the attacks 
-Many people will find it unacceptable that lhe release of 
terrorist prisoners «S progressing ugtlinst U b-'ickdrcp of 
continuing violence by all of the terrorist organisations, 
said Jeffrey Donaldson, an MP in the pro-Bnush Ulster 
Unionist party. 

• The planned reform of European Union structural funds 
could have a “severe impact” on Northern Ireland, a com- 
mittee of the House of Lords warned yesterday Tho funds 
contribute to the European peace and reconciliation pro- 
gramme, which has supported nearly 1 0.000 projects m 


DIRECT MARKETING 

independent watchdog planned 

A sizeable part of the UK's direct marketing services 
industry plans to appoint its own “independent watchdog” 
to check the state-owned Post Office does not use its 
commercial freedom to behave anti-competitivety- 
In the absence of an official government regulator, out- 
side the Department of Trade and industry, soma direct 
marketing companies tear the Post Office may use its 
monopoly to compete with them unfairly, for example »n a 
direct mail joint venture. WWAV Rapp Collins Group. 
Europe's largest direct marketing services company, is 
leading the move. Alison Smith, London 


CONSERVATIVE PARTY 

New spokesman on agriculture 

Tim Yeo is to replace Michael Jack as the opposition Con- 
servative party’s chief agriculture spokesman, the party 
announced yesterday. Mr Jack is standing down to devote 
more time to business interests. A junior environment min- 
ister in John Major's government in the early 1990s. Mr 
Yeo resigned in 1994 after revelations that he had fathered 
an illegitimate child. Andrew Parker, London 


ROYAL FAMILY 


Queen and PM may share aircraft 

Staff at Buckingham Palace and the Downing Street resi- 
dence of Tony Blair, the prime minister, are discussing the 
possibility of Mr Blair and Queen Elizabeth sharing the use 
of an aircraft for government and royal visits. A helicopter 
is already shared between the prime minister and the 
monarch. Andrew Parker, London 


ADVERTISEMENT 


ARAB BANK PLC 

GIVEN NEW RATING 


Thomson BankWatch is pleased to announced 
the assignment of new ratings for Arab Bank 
PLC. The rating exercise for Arab Bank was 
indeed unique as the legal structure of the bank 
is unlike anything previously seen, even when 
compared to developed markets. While 
typically it is unusual to split a rating as such, 
the very nature of the legal structure of Arab 
Bank necessitates such an action. 

Arab Bank PLC can lay claim to one of the 
longest and decidedly the most distinguished 
histories of any bank in the Middle East region. 
The bank's origin pre-dates World War II and 
has continued on during periods of regional 
turmoil and strife that would have severely 
tested and destroyed the resolve oF many 
institutions not just regionally but globally, if 
similar circumstances were applied. During all 
of these periods, the bank has not just weathered 
each crisis, but in every case benefited and 
emerged even stronger. Arab Bank can be 
described in at least two ways. The first way, the 
bank is clearly a survivor. The second way is 
that the bank's own name can be a misnomer, 
especially from risk profile perspective. While 
the bank is headquartered in Amman Jordan, the 
overall country risk profile resembles some of 
the best banks domiciled in both Western 
Europe and the United States. The bank brings 
with it a long histoiy and a philosophy that its 
customers are indeed “first and most important”. 
It is this philosophy that has created the bank 
that exists today and that can lay claim to be a 
peer bank when compared to some of the best 
banks in the world. This philosophy has also 
moved Arab Bank into being one of the only 
true “flight to quality" banks in the Middle East. 
Arab Bank is diversified over a broad 
geography where operations comprising more 
than 80% of consolidated activities are 
conducted outside of Jordan. The unique capital 
structure enables the bank ratings to be 
considered independent of any sovereign rating 
for the country in which Arab Bank is 
headquartered. Further there are sufficient legal 
precedents and opinions which indicate that any 
potential extraterritorial seizure of Arab Bank 
external assets by local regulatory authorities is 
highly unlikely and not valid under most if not 
all legal jurisdictions. Accordingly, as the vast 
majority of Tier 1 capital, and assets are outside 


of Jordan thereby greatly diminishing the 
element of transfer risk and as a hard currency 
(US Dollar) is the functional currency far Arab 
Bank, Thomson BankWatch employs the global 
ratings scale for the Arab Bank rating. 

Asset quality is extremely sold given the histoiy 
of expertise cultivated and applied to lending. 
Additionally, a conservative level of loan loss 
reserves is maintained to fully cover non- 
performing loans. The tenor of the loan portfolio 
is quite short with 80% scheduled to mature 
within one year as of YR97. Total loans for Arab 
Bank typically represent less than 50% of assets. 

The stability of earnings is enhanced by the 
conservative asset/1 lability management as well 
as the lending strategy and geographic 
diversification. Also supporting the sound 
financial position is a healthy capital base with 
the BIS Tier 1 ratio exceeding 12% and 
shareholders' equity to assets of nearly 9%. 

Arab Bank is well established and dynamic, as 
demonstrated in its sound performance and 
impressive performance. Management has 
planned for any potential disruption in Arab 
Region by building capital in its branches in 
some of the world’s major financial centers. 
Even in the unlikely event of a regional 
difficulty affecting more than Jordan, Arab 
Bank has more than sufficient asset liquidity to 
repay all foreign currency obligations. As Arab 
Bank has several sizable subsidiaries, affiliates, 
and an extensive network of international 
branches, the bulk of consolidated equity is 
housed outside of Jordan, Management has 
coordinated the broad geography of banking 
operations through the hubs in Amman. London 
and Geneva. 

The underlying strategy has been a focus on 
serving Arab Communities worldwide, 
particularly through trade finance both on and 
off of the balance sheet. Credit quality is solid, 
as are loan loss reserves and capital. 
Management prefers to maintain a high degree 
of liquidity mainly in conservative inter-bank 
placements and government securities. 
Consequently, returns have been modestly 
lower than those of diversified international 
banks. Managements' successful and well 
developed strategy provides the foundation for 
die continued sound expansion of operations. 
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In June the Financial Times published its annual report service 
which is free of charge to readers of the Financial Times 

If you missed the feature, here is your chance ro request those annual reports. 
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RAMCO ENERGY PLC 
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GROUP GTM 
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RANDSTAD HOLDING NV 
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RAUMA 
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HOGG ROBINSON 
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REPSOL 
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HUGO BOSS 
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ROCHE GROUP 

□ 
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ROSTELECOM 


BANK LTD 

□ 

ROYAL CANIN 

□ 

HURRICANE 

Q 

SABATE GROUP 


HYDROCARBONS LTD 
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SANOFI 
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□ 

INKOMBANK 

1 /DM 
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o 
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m 

LURGI 

Q 
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TEUA GROUP 
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a 
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□ 
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□ 
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□ 
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CORPORATION 

□ 

USINOR 

Q 

PEARSON PLC 

□ 

VALEO 

a 

PERNOD RICARD 

Q 

VEBA 

□ 

PHILIP MORRIS COMPANIES 

□ 

VEREINSBANK 
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□ 
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MONDAY AUGUST 3 J 998 

THE WEEK AHEAD 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

rs*** 

Do 6.1% GND 199Q 
Y2541.66 

Abbey N^j Treas Svs 
43% GND 2001 ECU2230 

Aberdeen Corpn Gas Ann 

12.5 p 
Acal 73 p 
AUdere 3.4 
Amber Industrial 4 p 
Belhaven Brewery 4.1 n 
BeU Atlantic Corp $0385 
BellSouth Corp $036 
B0Cl54p 
BP America 10% GTB 
2001 C$108.75 
British Petroleum 5 . 75 p 
Do ADR $0.7168 
Do ADS $0.7168 
Business Post 10.1 p 
CLM Jns lOp 
Conski Bultfbntein Mine 
R0.0425 

Diego 7.727094p 
Electronic Data Proc 
0.667p 

Export-Import Bank of 
Japan 7% GBD 2001 $70 
Fenner 1.9p 
Firth Rixson I p 
Greece 6%(now 3%) S&R 
Loan 1928 30p 
Do 6%(now 3 %) S&R Loan 
1928 Silg Fd 75p 
Griqualand West Diamond 
Mining R0_205 
Hardys & Hansons 4.6p 
Hogg Robinson 6.93p 


Janns53p 

Johnson Matthey 12 . 6 p 

Lady in Leisire2p 

Lynx 035p 

Mitsubishi Chem Corpn 
4% Bnds 1998 Y400000 
Monks tvs! Tst 63p 
Moorepay 1.15p 
Morrison Construction 
4JJ5p 

National Power 8375% 

Nts 2006 £83.75 
New York 6.75% SerB 
Euro Nts 1998 $3373 
Do 7% SerC Euro Nts. 

1999 $350 

Do 7375% Ser D Euro Nts 

2000 $368.75 
PWS 03p 

Shanka & MdEwan 2.8p 
Tiger Oats 53% Gross Cm 
Prf R0.055 
TorlnvTstilp 
Tyco International $0,025 

■ TOMORROW 
Chelsea Bldg SctySb FRN 
1999 24464J95 
Crftehley 9.75p 
De Beers Cons Mines 40% 
Gross Prf R1.0 
Do 8% Gross Cum 2nd Prf 
R0.04 

Kansal Electric Power 
FrF700 

Osaka Gas 8.125% Bd 
2003 28135 
Salvesen (Christian) 

3.4p 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS: 
Gall Thomson 
Environmental, HPI Taylor 
Dickinson, Irongate Hse, 
Duke’s Place, EC, 

230pm 

BOARD MEETINGS: 

FmaJs: 

FOtronic 

Mid Wynd Inter . 

Spring 

Interims: 

Anglo & Overseas 
HSBC Holdings 
Ultra Electronics 

■ TOMORROW 
COMPANY MEETINGS: 
Macdonald Hotels, 
Houstoun House Hotel, 
UphaJI, West Toth lan, ■ 
11am 

BOARD MEETINGS: 


Finals: • . 

AIM 

interims: 

British Pegrotodm 
Croda IntL 
General Accident 
Linden 

Mayflower Corps - 
Rank 

■ WEDNESDAY 
AUGUSTS 

COMPANY MEETINGS: 
European Colour, 
Haddlashaw Booth, 100 
Barbirolli Square,. 
Manchester, 12.00 
BOARD MEETINGS: 
Finals:.. 

Stewart & Wright 

Interims: •• 

Cadbury Schweppes 

GKN 

Inspec. 

London & St Lawrence 


■ WEDNESDAY 

AUGUSTS 
Baggeridge Brick 0.85 
Caledonia Investments 14p 
Chubu Bee Power 635% 
GBD 2003 $31230 
GaS Thomson 
Environmaitai 13p 
Marubeni Corpn 4.75% 
Notes 1998 Y475000 
Pali Corpn $0,155 
Refresh Tranche A Perp 
Sec FRN Y1 338904 
Do Tranche B Prep Sec 
FRN Y1066045 
ScS Upholstery l.lp 
Thcd Petrochemical Ind $35 
Unigate 14^p 
Yokohama 7%% GBD 
2002 $73.75 

m THURSDAY 
AUGUST 6 
ASdere 3L4p 
BAA 8.75p 
Dairy Crest 7.4p 

East Surrey 8p 

Kobe 6%% GBD 2005 
$375 

Norcroe 13p 
Portsmouth & Sunderland 
Newspapers 1332p 
Renold 5-9p 
Treas 9% 2012 £430 
Wackfington 6.8p 
Yorkshire 143p 

■ FRIDAY 

AUGUST 7 - 

Atkins (WS) 5.4p 


Transport Development 

Group 

M THURSDAY 
AUGUSTS 

COMPANY MEETINGS: 
Feetfijack, Winston Manor 
Hotel, Beacon Rd, East 
Sussex, 10.00am 
Mekiwort Emerg in g 
Markets Trust, 20 
Fenchurch St, EC, 

12.45pm 

Latham (James), . 
Leighside Wharf, Mount 
Pleasant, E, 1230pm 
BOARD MEETINGS: 

Finals: 

Tetra 

Interims: 

Barclays 
Bemntis 
Group Trust 
KBC Advanced 
Shell 

Telewest Comma 


Bradford Prop Tst 5p 
British Airways $2.4343 
BTG 0.924p 

Burtonwood Brewery 43p 
CML Microsystems 7p 
CordfeHtt Comms ADR 
$0.0598 

Denmans Electrical Q.75p 
EMAP 10.05p 
Evans of Leeds 239p 
Finsbury Trust 2.3p 
DoAN/V23p 
Finsbury Worldwide 0.3p 
First Ireland Inv 1.30274;: 
Fyffes IR0.6859p 
GWR2.1p 

.Henderson American Cap 
Sine 1.8p 

Kualar Litfnpur Kepong 
Bhd MS0.06 

Lucas Varity ADS $0.4718 
Majestic Wine 3.4p . 
Marks & Spencer ADR 
$13011 

Powell Duffryn 17p 
Southnews 6.5p 
Throgmorton Tst 0.92p 
Wodwich 9%% SBD 2021 
£95 

■ SATURDAY 
AUGUST 8 

Five Oaks Inve s tmen t s 
£4.1875 

Northern Foods 6%% Cnv 
Bds 2008 £33.75 

■ SUNDAY AUGUST 9 
Coats VryeOa 6%% Senior 
Cnv Bd 2003 £3135 


Zeneca 

■ FRIDAY 
AUGUST 7 

COMPANY MEETINGS: 
Majestic Wine, Hilton 
National Hotel, Elton Way, 
Watford, Herts, 11am 

BOARD MEETINGS: 

Interims: 

AlBance & Leicester 
InfobanklntL 
Johnson Service 

Company meetings are 
annual general meetings 
unless otherwise stated. 
Please note: Reports and 
accounts are not normally 
available until 
approximately six weeks 
after the board meeting to 
approve the preliminary 
results. This list is not 
necessarily comprehensive. 
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CONFERENCES AND COURSES 


CONFERENCES I 


AUGUST 31 - SEPTEMBER 4 
Negotiating and 
Documenting Petroleum 
Industry Agreements 

This seminar demonstrate* various 
negotiating styles and. drafting' 
techniques and il is. taught fat a 
“workshop” format eiinf various 
exercises and rimnlanoiu io damMntc 
the inter-relaiionsliip of SEructnring 
successful oil and gas agreements. 
Organisers: CEPMUVDundee. Other 
idaied wmtdwps are available. ■ 

5 Days £1695 

Contact: Mona McKinray 

TtL 01 382 344300 Fsjc 01382 322578 

Ennui: cpmlpig'dtat d e c .n c nk 

Dondce, SCOTLAND 

SEPTEMBER 2 

rtand Customer Loyalty 

Seminar 

A break-fast seminar considering how 
technology can be osed to attract and 
retain customer loyally. Speakers 
include: Phil Hcndey. Orange Ffcnwna! 
Co nr man ice lion i Services, David 
Roboctom. The Direct Marketing 
Association. Dr William Lovegrove. 
Ministry of Sound 
For detaQs contact: 

Shut Fancoun, FT Conferences 
Tcfc 0171 873 3262 Fk : 0171 87? 3067 
LONDON 


AUGUST 17 -21 

btctikt-pmrtaoakrbmnctalkiYr^dg* 

Introduction to Corporate 
Credit Analysis. 

. Type* of Borrowers and their needs 

• Tfccfintques of Craft Andy™ ■ Profit 
and Loss account and Balroce Sheets 

• Spreading. Ratios, Annua] Repots, 
fi nancial Analysis • Gufafiow. Forecasts, 
Sensitivity Analysis ■ Structuring and 
Covenants ■ Analysis of Risks 
SDhysBWS + VAT 

fwmri- Bircftm Training A C flnftiMng 
TbL 0171 929 663 3 Fax : 0171 9296644 
RimII- biiciiinCbircbmxcan 

Inicmct: hrrp-y/Wwinchmxom 
LONDON 

AUGUST 24 - 26 
afreMn jpartnmzki fluancW twMP 
Project Finance & PH 
. Mem Risk - Po-sabDity Studies md 
Project Plans ■ Construction of Cashflows 
and use of Modelling • Rtek/Rewra 
pro sp ects * Discounted Cashflo ws. IRR 
■w I NPV ■ Types and Sances df Finana: 
including Equity ■ Special Purpose 
Vehicles Mi Ffflflucing Smicuina 

• Project DoaanntsaarB 

3 Oayt SS95 + VAT 

Contact Bircfttn Trainmg & Consulting ■ 
Tel: 0171 929 6633 Fa® 0171 9296644 

r«M>n : hhchjntgWTchmxom 


SEPTEMBER 3 &4 
FT Work! Aerospace and Air 
Transport Conferanoo . 

Distinguished speakers include Neil 
Kisnock. Member of die European 
Commission; Adam Brown. Airbus 
iodtisrrie; Robert AyEiW. Brush Airways 
ifeBm Jeanmot. IAEA; JchuTfaiea 
CBE. British Aerospace pic: Gordon 
Berhnun. O u mimauii Airtmes Inc end 
Jim SwfjsrL Virgin Erqarss. 

Contact: Joanna EdwwtsJT Conferences 
Td: (+44) 171 873 3374 
Fax: 1+44) 171 8733806 
EmaHiHYPERUNK 

joamnudwatdsgfLenm 

wwwJtecufcrencesxnm 

LQMPON 

SEPTEMBER 7-11 
Integrated Declsion-Maktng 
in tiw OD and Gas Industry 
A ease nudy approach is used n> sfandate 
Ibe technical, oommentaal and legal inues 
lhai arise fhrm a docssicn to “faim-oi- to 
die development of an erasing ofirhore 
discovery. RartSc to wns wffl wore in icami 
with div asiB ed backgrounds. Ifaactieal 
trchn i qn c s ao d ccoc cFts are e mphis a wl . 
Organiiera: CEPMLP/Dondee. Other 
rehued wodahcpsareavaflable. 

5 Days £1495 

Contact: Mona McKiulay 

Tel: 01382 344300 Fax: 01382 322578 

Pmallr ^piilp( g fat<niW acjlfc 

Dundee, SCOTLAND 


COURSES 

SEPTEMBP»1-3 
BPP Financtel Education 
Practical Derivatives 
Suitable for people who have some 
knowledge -of the underlying pwdona 
but need to deepen their knowledge of . 
derivatives. A technical course which 
requires basic mathematical skills. 

• Swaps - Options • Funnes • Essential 
controls to avoid fraud - Risks of 
deriv at ives ■ New products. 

Tel: 0171 628 8444 fee 0171 628 7818 
Bmrihbpp n tri n ing g coinpuaerv&eani 
CITY OF LONDON 

SEPTEMBER 2-4 

tfrcfdn - pwtnare in Oaonetof taiewMw 
Introduction to the City and _ 

. Financial Markets 

• Efistnrieal Role of the 1 C5iy - The Role 
of the Bank of England * Banking 
System and Market Participants 
. Organisational S manure and Services 
at Major Banka » Non Bank JFunucial 
Institution • Capital, Money and Risk 
Management Mattes • Tbe London 
Stock Market - Technology and JarflCfl 
3Days£945 + VAT 

Centacc Bbchin Tuning A Oaasuhbg 
•ftt0171 929 6633 Pms0171 9296644 
Email; bhduufiiHnafa uom 

l* 1 *— i BIT bttp^wwwlxrcliinxoni 


Conferences 
& Courses 


SEPTEMBER 8 -10 
SacondPwhAMcan - 
Investment Summit 
PRIVATISATION IN PRACTICE 

"The Renradatrlng of State owned 
Enterprises in Africa into 'the next 
MmeanJasa” 

Johannesburg Td: 427 11 807 0948 
fee 427 11 807 0919 
B nd ty (§ > ii(fRCTiCT i n 
For bookings and more information 
contact: BuainrwiB Atria Ccnftmares 
London 1H: 444 171 495 7969 
fee 444 171 495 7966 
Eraait B auie a sinafi j agconyiBcrv^ootn 

Johannesborg, SOUTH AFRICA 

SEPTEMBER IS A 16 
The 2nd FT World Water 
Conference 

Confirmed ipeaken include Mr W J 
Alexander, Thames Water pic; Mr 
Prcbeo Nielsen.. Asian Development 
Bank; Mr Jan Print. ABN^MRO Bank 
. NV and Dr Leon Awerimdv Overseas 
BoctncL 

Contact: Sarah G%fx 
FT Conferences 
Teh (444) 171 873 3450 
Fax: (444j 171 8733067 
pmsiir aolLgiU0flcon 

LONDON 


SEPTEMBER 2-4 
BPPRnandal Education 
Urxterstandlng In vestment 
Management 

For those new to die induatry & aH those 
providing a service to the inveannem 
managEmemsectoc TTnrou^i overview 
of tbe wntings of investmeni managn s 
& tbe markets they operate in plus the 
basics of settlements A Global .cutody 

• Fond m a na g emen a and their styles 

• Portfolio theories • World equity A 
bend m a iirto - Sr a firme nt* and coaody 

• Vslnaijon A performance. 

Teh 01 71 <38844 4 FaK= 0171 6287818 
Bmail: bpptraatingfiiComiaisefvejxaB 
CITY OF LONDON 

SEPTEMBER 7 -7l 

ttochfa - pretDOT bi flnonotof t nos u to dgs 
Corporate Crettit Analysis 
Skills -Level II 

• Soorceo of fafbarwSoa indtafttg CnxRt 
F^*Nt»«msMfesin'MmwsK>il 
Conscience- Imerpreta&m of RaoocW 
Infbnnarion • Cashflow Moddlntg 
■ Accounting Ccooepra and Samdards 
•CteipreAaBuri^-Cb Miytal j W to 

• Ospoem RAae andRoomay Suaqpes 
5Dm£t245 4 VAT 

riwww RwHiin Intwruainfial pie 
Teh 0171 931 6633 feu 0171 929 6644 
Email: birch < J iinxoro 
faneinec bap^wwwJwcfrinxoin . . . 

UWPON 

OCTOBe? 12 - NOVEMBER 30 
FT-Chy Course 
The FT-Chy Course, which token place 
over 8- weekly afternoon sessions, 
provides an encaDem tomductian to Ibe 
Chy of Loodoe as s ou^or financial and 
trading centra. 

En qa i ries: Joanna Bdwartis. 

FT CoufeiwcesTW: l+« 4 j 171 873 3374 
feu ft44> 171 B73 3067 
Email: JomajtfwaHfagftxom 
wwwifeenfsBtee&com 

LONDON 


IoIbIcoib 98 - Tfra Wireless 
Ecosorey 

The Wireless Economy 
Conference and BrWUHon 
uniquely lor the flirt line 
lepresenis the totaHy of the 
exploding Ewopean moMe and 
wiretaES eocraruiicatians industry. 
Supported tv 18 key assodrtions, 
hnr 100 CEOe and VPs uBTtfdf 
their Mure visions tor the miflfl- 
bOflon cebdar, mobile dote and 
Internet, mobile satBltlB, pegiig, 
tnaiked raflo, mobile ^commerce, 
wtrrtese access, networic 
menegament, and broadband 
muhnwefla contont sectore. 

Tab 444 171 9670030 
feJC 444 1T17 957 0031 
wwwJnMcom98xom 



Earls Conrt, Londoil 


l etoeafla i a l Real Estate Raaoee 
Centereaca “Croaflag a New 
Syneigy: Global Partaersbips 
b Real Estete Fbtawe" 

Sponsored by aw Mongaea Bankare 
Association of America (VGA- The 
only I nUM i adma i reel b«Mb Hwnoa 
entoaranen devoted to mortgage 
(harm pmtomtoneto tmm dozens 
of nations. Smdcro cowr recent 
aevHjpmnrtaln flia mtodenttol and 
coowierdof sactura In antaiplng 
marivets. Tbpica Inckida muOattmi 
acUvfiKpovemmantpolcyparepecow. 
aacowto t yayama.ltoB mto loral'aw 
tocemo hoiaino, tarovatVa admotofly 
and bade bBTtore. 

For further information oontoet 
NBA tntaniatlonal MvMon 
tbe 202 ssi ran 
fee 2Q2B6T one 

Min i . ■■■•! lliUUIIII|j1lfcM.UI|| 

Maal, Hawaii, USA 


Tire Financial Services and 
Marten Bill 

TkeHawReglmtertlto 
Regulation of Roaadal m 
Sarvices Sn ttiaUK 
Organised by Ctiy & Financial with 
the FlrwwW Sendees Authority 
and tfw CSR. This major 
eerderancewll discuss the FSAt ■ 
approach to impiefnertii'ig ite near 
powers under the Financial 
Senrioea and Markets BH. 

Kaynota speakers: Howard 
Davtea, Chrtfman, RSA; and 
Stephen Byera MP. Chtel 
Secretary, HM Treasury 
City & Financial 
Tel: 01483 720707 
Fax: 01483 740803 


London! 


F5A 


OCTOBER 14 & 15 
FT Worid Mobile 
Comntunlcatkms Conferonca 
This non uni FT conference has once 
again attracted an jatrrnatimial mtimeo 
of senior executives rrem the mobile 
industry. Speakers include: Mr Hans 
Snook. Orange pic; Dr Amg-Dck Sco. 
SKTcfecom- 
Cbotacc Sian Fncourt 
Tki: 0171 8733262 
Euuili sm^ancomi^iLcoDi 
www.AconfierenccsxovD 

LONDON I 

OCTOBER 20 & 21 
Thto 2nd Utiflty Congress 
- The CotnpottHon Audit 
A two day conference and exhibition 
organised by Utility Week magazine 
wiD address key fames toeing the utility 
industry. Speakers include: fin] Nolan. 
Trusco; Kchb Otclttson. EJectridty 
Sepply Assoctolkm of Australia-, John 
Easton, Edison: Chris Meflor. Angtiaa 
Water; John Roberts. Electricity 
Association. Mike Be mis. London 
Electricity 

TH: 444 181 632 3818 
Fax; 444 181 652 3483 
E-miil: angcta.joncs@ibixo.uk 

BRIGHTON 

OCTOBER 28 

The 3rd Annual FT Diamonds 
Conference 

Conflnned speakers include Mr James 
R Rothwcll. BUP DiamtMds Inc: 
Mr Ryo fenaguefai. Gems ir w n M Tkw « i 
Co lid; Mr Fnaqofe Curie 1. Christie's 
Europe; Mr Mark Cockle, Diamond 
i me wM rinm i and 1 imifir lepreseutalive 
from De Been. 

Contact: Sarah Gibb 
FT Conferences 
Td: 444 171 873 3450 
Fax: 444 171 873 3067 
Pmtifl-- nfih^b^fLcon 

ANTWERP 


Raising & lnvaxting In ' 

EurophM Bank Capita! 

This giound-braafong want nil 
atito n aa thB Ino Ba a ln g capita 
management nseds of banks. Vbu 
wfl hem hpw now products such as 
Tar 1 capfed and irmov^M CLO 
structures can help you fme-up and 
rates more capteJl 
Key apsakars: Karaten MOflsr ■ 
Goldman Sadis Intomadanai, 

Tany Alan - FSASJm Irvine- . 
Hafltapfc. 

For (tfogramnw dataBs, 
p l a aiw contact Laura Ptffltpi 
on Trt: *44 171 3897337 
Fax: 444 171 389 7390 


IFR 


CONFERENCES 


London 


Financial Times Conferences & Courses 


International 
Conference Venue 
Directory 

From 7 September 1998 

The Financial Times wHI be offering Conference Venues 
worldwide the opportunity io advertise in a 
Conference Venue Directory on this page every Monday. 

If you have a conference venue to promote, advertise in 
this regular section and reach over 1 million readers 
including some of the most senior & influential 
decision makers worldwide. 


For further information, please contact: 
Jade Sanderson 
Tel: +44 171 873 3507 
Fax: +44 171 873 3098 
email: jade.samierson@FT.com 


LANGUAGE COURSES 


To advertise 

Language 

Courses 


Did your last meeting overseas go as well as you had 
hoped? No?V\ftiynot? Did you lose out to a competitor 
who did speak the language of (he customer ? 
Don’t let It happen again - 

Call BERLITZ for details of 'Doing Business Hi* 
French/Gennan/Spanlsh NOW on 

0171 -915 0909 
0121 - 643 4334 
0161 - 228 3607 
0131 - 226 7198 


Please contact 
Jade Sanderson on 
+44 (0) 171 873 3507 


Helping the World Communicate. 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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INSIDE H TRACK 


PROFILE SAP 


America embraces the 
German triumvirate 


Despite its rapid growth, the world’s fourth -largest software group retains 
the feel of a small company, write Daniel Bogler and Graham Bowley 


Today is the day c-r its 
New York Stock Ex- 
1 change listing: and SAP's 
top management is going to the 
beach. For reasons best known to 
itself, the exchange is holding a 
"beach party'* to welcome the 
German software group. In its 
delight at finally snaring a high- 
technology' stock to rival Nas- 
daq's Microsoft and Intel, the 
NYSE is splashing out to cover 
its trading floor in sand, and 
complete a volleyball game 
between teams from Goldman 
Sachs and Morgan Stanley, the 
listing's joint sponsors. 

It is a very American welcome, 
but one entirely appropriate for 
“Germany's Microsoft". 

True. SAP hails from WaUdorf. 
a sleepy town near Heidelberg. 
But in most other respects - 
from its entrepreneurial begin- 
nings, to the speed with which it 
has grown, to the informality 
with which it is run - the group 
would be more at home in Silicon 
Valley. “1 didn't pack any 
shorts.” says Henning Kager- 
mann. co-chairman of the compa- 
ny's executive board. "But if they 
bring me some 111 wear them." 

It is a lack of stuffiness that Mr 
Kagermann. a former physics 
professor, shares with his col- 
leagues Hasso Plattner, an engi- 
neering graduate, and Dtetmar 
Hopp, a software developer: the 
triumvirate ai the top of SAP. It 
is an attitude that has been cru- 
cial to the group’s phenomenal 
success in stuffy Germany. 

SAP was founded in 1973 when 
five programmers, including Mr 
Hopp, now chairman of the 
supervisory board, and Mr Plan- 
ner, the other executive chair- 
man. left International Business 
Machines to start their own com- 
pany. Their idea was to write 
software that would run a compa- 
ny's entire business process, 
from tracking inventories, to cal- 
culating profits to paying staff, 
rather than having different pro- 
grams for each task. 

Mr Plattner compares it with 


what the central planners used to 
do in the Soviet Union - "only 
much better". 

The concept - known as enter- 
prise resource planning (ERP) - 
took off and is now used by most 
of the world's biggest corpora- 
tions, including Microsoft. Its 
success has transformed SAP, 
which stands for Systems. Appli- 
cations. Products. The group now 
has DMfibn <£2bm in sales, grow- 
ing at nearly 40 per cent a year. 
17. (*00 employees and research 
Laboratories in California’s Palo 
Alto. Tokyo, Moscow and India. 
In just over a quarter of a cen- 
tury it has become the world’s 
fourth-largest software company 


SAP’s New York 
listing comes exactly 
a decade since it 
went public in 
Germany and 
reflects the fact that 
this is no longer a 
German group 


and - with the shares at a new 
high - its market capitalisation 
has rocketed to DM76bn. rivalling 
established German giants such 
as Allianz and Daimler-Benz. 

But it has not all been plain 
sailing. In May 1997, German 
prosecutors launched an investi- 
gation into insider dealing after 
SAP shares fell suspiciously 
sharply following disappointing 
third-quarter results. Although 
SAP was all but cleared, the epi- 
sode was an embarrassment for 
the company. 

Having outgrown its borne 
market. SAP’s New York listing 
comes, rather neatly, exactly a 
decade since it went public in 
Germany. The move reflects the 


fact that this is no longer a Ger- 
man group, says Mr Plattner. A 
quarter of its investors. 40 per 
cent of its business (against 19 
per cent in Germany), and its big- 
gest rivals - Oracle and People- 
Soft - are in the US. 

For all the rapid growth. SAP 
seems to have preserved the feel 
of a small company. There is no 
dress code and nobody has fixed 
working hours. Good program- 
mers get paid as much as top line 
managers and every board mem- 
ber has some development expe- 
rience. “We have to be able to 
win technical arguments with 
our programmers.” says Mr 
Kagermann. “or they walk all 
over us.” 

Nowhere is that openness more 
evident than at the top. SAP’s 
penchant for power-sharing - 
first Mr Hopp and Mr Plattner. 
now Mr Plattner and Mr Kager- 
mann - may be Increasingly pop- 
ular in mergers, but it remains 
unusual for a company growing 
internally. 

"Father Hopp", as be is known 
to insiders, is a tall, spiky-haired 
57-year-oid, who is credited with 
leading the start-up. ’’Dietmar 
brought us together and brought 
a lot of energy to the company,” 
says Mr Plattner. ”He developed 
a significant portion of the appli- 
cations. We worked together 
intensively for 30 years. You 
could say we worked like 
brothers.” 

But as Mr Hopp turned to com- 
mercial management. Mr Platt- 
ner. 54. took charge of develop- 
ment. SAP's best-selling R/3 
system was developed under his 
lead. As the most American of 
the three, the permanently 
bronzed Mr Plattner - he spends 
much of his time in Palo Alto - is 
also heavily involved in market- 
ing and has become the public 
face of the company. 

Much or the internal manage- 
ment. including the role of 
finance director, has thus fallen 
to Mr Kagermann. the cerebral 
professor who lulls himself to 


sleep by solving mathematical 
equations. At 51. be seems more 
closely tied to Germany and is 
injecting a bit of domestic Dissi- 
plin into the organisation - he 
has introduced its first proper 
budgeting and planning system. 

The US-style growth has 
brought US-style rewards. Mr 
Hopp controls stock worth 
DM19bn. Mr Plattner more than 
DMiobn. Mr Kagermann. who 
joined only in 19S2, has much 
less. SAP has recently introduced 
a shadow option scheme for 8.000 
employees. 

In another echo of US billion- 
aires. the founders bare started 
giving back to society at large. 
Mr Hopp has donated most of his 
shares to a charitable foundation, 
while Mr Plattner is paving for 
Potsdam University's new com- 
puter centre. 

Philanthropy, on top of SAP's 
vast growth, has made the group 
a favourite with politicians. This 
is one company Helmut Kohl. 
Germany’s chancellor, enjoys vis- 
iting while unemployment rav- 
ages Germany. Fellow business- 
men are noticing too. Mr 
Kagermann has just been elected 
to the supervisory board of Debis. 
Daimler’s software arm. 

Once SAP joins the establish- 
ment. will the group will start to 
ossify? There are worries of 
course: fiercer competition, diffi- 
culties in Asia, customers defer- 
ring orders due to the launch of 
the euro and the Year 2000 “mil- 
lennium bomb" problems. 

None of these looks insur- 
mountable. And the top team's 
drive is not in doubt “We want 
to prove to our critics that SAP is 
not just a marketing phenome- 
non." says Mr Plattner. “We want 
to be a household name, so 
people don’t ask any more: ‘What 
company is that?’" Mr Kager- 
mann adds: “We have to keep 
meeting and beating expecta- 
tions. That is our greatest chal- 
lenge." 

Such responses are worthy of a 
Bill Gates or an Andy Grove. In 
spite of their wealth and their 
success. SAP’s boffins remain 
reassuringly paranoid. 



Essential Guide to Team SAP 


A triumvirate of boffins: As is 
de rigeur for a big, successful 
software company, SAP's top 
managers are humble computer 
boffins who have become 
absurdly rich. What is more 
unusual is the degree of 
apparently friction-free power 
sharing among them. 

The quiet one: Right at the 
top, though now removed from 
day-to-day affairs, is Dietmar 
Hopp, the 57-year-old head of 
the supervisory board who was 
also one of its five founders in 
1972. A software engineer. Mr 


Hopp was SAP’s first chairman 
and also took care of the 
business side in the early years. 
But he was bruised by his 
implication in last year's insider 
trading scandal. Though he was 
later cleared of any blame, that 
undoubtedly speeded his move 
to a supervisory role and gave 
him a bit more time to spend his 
DM1 9bn (£7bn) paper fortune. 

The bronzed one: His fellow 
entrepreneur. Hasso Plattner. 54. 
by contrast, likes both the 
limelight and the sunlight, judging 
by his tan. He oversees the 


group's research facility in 
California. Mr Plattner helped 
develop the group's flagship R/3 
system, but. as co-chairman, has 
also become the company's 
public taco. He is worth 0M15bn 
at the current share pnee. 

The poor one: The junior 
member of the team at 51 is 
Henning Kagermann. who was 
elevated to co-chairman in May 
and runs much of the internal 
functions as well as the 
European region. His late arrival 
at SAP in 1982 means he is less 
wealthy than his colleagues. 




JOHN WILLMAN 


Companies with names 
that are not often quoted 


Corporations pay thousands for meaningless new identities, 
then have to spend millions telling everyone who they are 


A quiz to start the week. 
Arriva, Fords. Lucent, 
Viridian, Vivendi. What do 
they have in common? 

Car models, perhaps? The 
Arriva would be a nippy 
little town car. Lucent an 
executive limo and Viridian 
a turbo-charged sports job. 

Football teams? Fortis 
Reykjavik 3: Arriva Napoli 
nil. 

Or words from Esperanto? 
“Arrival” cried George when 
the waiter finally brought 
his soup. “Vivendi?" asked 
Mary prodding the sleeping 
cat with her umbrella. 

In fact, they're names of 
quoted companies. 

Lucent is the world’s 
largest maker of telephone 
equipment, spun out of 
AT&T two years ago. The 
other four were adopted by 
existing companies that 
wanted to change their 
images. 

Next question: what were 
these four called before, and 
what do they do? 

Arriva is the British car 
and bus group that used to 
be called Cowje. it was 
founded in 1948 when Tom 
Cowle returned from the 
second world war and 
reopened his father's 
Sunderland-based motor- 
cycle repair business. He 
built one of the largest UK 
car distributors, which also 
has a sizeable bus operation 
including parts of the 
privatised London red buses. 

Later knighted. Sir Tom 
left the group in 1994 and 
last October it decided to 
make the switch. The new 
name was described as 
“alphabetically favoured", 
more appealing to women 
and symbolic of “the 
ultimate deliverable of any 
transport services provider". 
Sir Tom, still one of its 
largest shareholders, rightly 
described this squandering 
of a great history as 
“absolute rubbish". 

At least the management 


of Fortis, one of Europe's 
larger banking and 
insurance groups, 
squandered no great names 
when they adopted Us new 
identity in 1991. It had been 
formed the year before by 
merging two acronyms: 
Amev of the Netherlands 
and AG oF Belgium, 

The new name is taken 
from the Latin for strength 
and durability. Fortis 
certainly needed both to 
resist protests from 
companies that had already 
adopted the name - 
including a paint business in 
the Dutch village of Den 
Dolder. In the end, a 
Californian medical IT 
company had to be paid $4tn 
(£2.4m) to give up the rights 
to it in the US. 

Viridian represents 
“freshness, greenness and a 
sense of new energy and new 
thinking” - understandable 
objectives for Northern 
Ireland's electricity utility. 
And Vivendi is the name 
adopted in April by 
Compagnie Generate des 
Eaux, one of France’s largest 
quoted companies which 
spans telecommunications, 
construction, water and 
other environmental 
services. 

None of these new names 
has made much impact 
judging by a straw poll of FT 
journalists. Perhaps that's 
why companies that change 
their corporate identities feel 
obliged to splash out on 
expensive advertising 
campaigns. 

When it announced Its 
name change. Vivendi said it 
expected to spend more than 
FFrlOQm i£10m) over three 
years to promote its new 
name. Arriva estimated Its 
biff at £1.5m- These 
companies appear to be 
spending their shareholders' 
money to buy obscurity. 

Name changes sometimes 
bring publicity - but it is 
mostly unwelcome. When 


Guinness and Grand 
Metropobtan merged last 
year, they attracted derision 
for paying £250.000 to 
acquire the name Diageo. 

Packing four syllables into 
six letters, it is a word few 
know how to pronounce. 1 
have yet to meet a top 
Diageo executive who can 
say the name with a straight 
face. As with so many new 
corporate identities, the 
name tells you nothing 
about the group’s business. 

Of course, many big 
companies have names that 
bear little relation to their 
products or their history - 
Apple Computer among 
them. And it is a long time 
since BTR. the British 
engineering group, had 
anything to do with 
Birmingham Tyre and 
Rubber. 

But over the years we 
have come to know what 
such companies are about - 
recognition by customers 
and investors that is a 
valuable asset. This is why it 
makes sense to stick with 
names such as Ford or 



Philips long after the 
companies have ceased to be 
family -dominated. 

GE Capital has little in 
common with the 
engineering traditions of its 
parent General Electric. But 
by emphasising the 
connection through its 
name. It takes on some of 
GE’s aura and is much more 
memorable than some 
invented word. 

Clearly, there are 
occasions when a name 
change is worth 
contemplating: the 
Anglo-lranian Oil Company 
became British Petroleum 
after the nationalisation of 
Iran's oil industry. 
Schwayder Trunk changed 
its name to Samsonite in 
1965 to reflect the success of 
its leading luggage brand. 

And Rainers, the UK 
jewellers' retailer, changed 
its Dame to Signet after 
chairman Gerald Rainer 
attracted publicity for saying 
his family business sold 
“total crap". 

AT&T certainly needed to 
find a name for its telecoms 
equipment division when 
floating it off. But why an 
anonymous Lalinalc word 
like Lucent? The new 
company had at Its heart a 
wonderful asset in Hell 
Laboratories, the world 
renowned R&D unit. Bell 
Labs invented the transistor 
50 years ago. paring tile way 
for the entire 
microelectronics industry. 
Other inventions include 
speech synthesis and the 
Unix computer operating 
system. 

Using the Bell Labs name 
would have reminded the 
world of that heritage and 
made the new company 
instantly identifiable. ' 
Instead. AT&T chose Lucent, 
which market research 
showed suggested “clarity or 
thought, purpose and 
vision". Its manager* cuuld 
have done with a little of 
that lucenoy themselves. 

Imcu Kcllmcar/ is or: hniiilnt /. 
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Off to a flying start 


Brian Johnson offers tips on how to create a good impression 
and possibly win custom whBe cruising .at 30,000ft 


I have, done one of 
ay most important 
»: 2l presentations flying 
Into Frankfort Another tinn» 
I was sharing a taxi with a 
ZMwh waa tefav ^^mn irtu 

ttons executive on the. way 
toJohaimeslmrg airport 

Nbt all nr TWntgrtmva m ' 
multi -screen sensory, 
assaults. The critical wmw, 
those that astaMfcft the first 
contact between yon and the 
prospective customer, are 
often made oa the road. That 
is when yon have to rely an 
your “human technology". 
Most people n»ir» up their 
mind about other- people in 
the first 30 seconds. So what 
can you do. as yon chdr on 
the Lufthansa seat belt, to. 
make a good irnpressteoi on 
your neighbour? And how 
can yon establish whether or 
not . this is a sales opportu- 
nity? 

As someone who travels a 
great deal, 1 have used the 
following half-dozen tactics 


with some success: 

• Be neat and presentable. 
A Try. to make year crim- 

: panion feel comfortable. 
Choose yoor opening ques- 
tion with care. 

it a pprop ri ate and 
non-threatening, such as: 
‘Do you do this flight 
machr Most people Hte to 
talk about themselves- 
Depending on the length of. 
the reply, you can Usually 
tell if someone is optm. to 

HMIf B Q imflpgH, % 

• Use yoor next questions 
to tmfld t he » g»»rnfa for th* 
discussion. At this point, 
they are probably not aware 

nf im npnAa Vmt ynai 

have one. It is a case of mak- 
ing sure you are _gotyg .to 
talk about what interests 
them, not what Interests 
yon- .... 

These questions ahnuw 
heft) you find out what kind 
of tawhvas they are in and 
whether you know much 
about iL Tff n n r n i v ** > of- hedge 


funds management is no bar- 
rier to conversation - ask 
the right Questions you 
trill know more about them 
than you will ever need. The 
question for you Is can Z do 
anything to help this person' 
and his or her organisation? 
• Be a wonderful listener. 

Most people . 
make up their 
mind about others 
in 30 seconds 


And do not just listen, hear. 
Never interrupt, unless far 

riarlWftinn 

• Find parallels. Do not 
make direct comparisons, 
because nearly everyone 
believes their business 
Is different ham any other. 
But try to introduce informa- 
tion about someone or some 


s* 



From nirvana to jet lag via Bangkok 


The Heathrow -Bangkok 
flight had not been comfort- 
able. I was lucky enough to 
have a window sept but. 
squeezed- np in front of a 
bulkhead. Ispenttnost df the 
l 2 hoar-fHght wafh my legs 
in the air, resulting, in 
cramps and chronic pins and 
needles. 

.1 could have , had the 
papaya bq&^xfflsli - or the 
facial floral wrap. 

But a massage seemed the 
answer . Bangkok probably 
has more massage parlours 
than any other city. How- 
ever, finding a normal body 
treatment without the sex- 
ual frflte -is difficult. 7 

The Spa at the Oriental 
hotel, on -the banks of the 
c it y' s ChaoPhraya river, has 
an extensive list of treat- 
ments. I opted far the 60- 
minute jet' lag massage, cost- 
ing BtWflO (£20). :. 


- Tan, my masseuse, ush- 
ered me into a ram with 
more teak in it than a mod- 
erately sized rainforest. 
First, I bad to take a shower, 
water sprayed from above 
and below. Power showers 
pulverised my sides. Hot tea 
was served. I lay beneath a 
towel on a mattress on toe 
floor. - 

“Strong, medium or 
weak?" asked Tan. For a 
minute I thought 1 was in a 
restaurant. “Medium 


“Oil or powder?” I chose 
ofl. 

Tan went to weak, exercis- 
ing p ollin g and pushing 
power out of all proportion 
to her svelte build. My back 
and neck were fir too tight, 
said Tan. Hot oils, then cold 
were applied. Knots as big as 
table tennis halls were dis- 
covered in my legs. One was 


squeezed all the -way from 
thp upper thi g h , s eeming ly 
to disappear out through my 
toes. 

I dozed, dreaming of swim- 
ming in a warm. lagoon. A 
shark attacked my leg. It 
was Tan introducing my 
ankles to the hack of my 
neck. It seemed wimpish to 
object “You have pain?" she 
asked.-! shook my head. 

When the hour was aided 
I felt airborne once again, 
though this time 2 was sot 
trapped inside a flying tooth- 
paste tube but hovering in a 
weightless nirvana. Tan said 
the oil should not be show- 
ered oft I smelt Eke a coco- 
nut plantation. 

That night I slept like a 
baby.- However; the next 
night, -despite Tan’s labours, 
jet lag attacked with a ven- 
geance,’ filling the dark 
hours with restlessness. 


Next time TO try the 
papaya. 

• A combination of low sea- 
son rates on offer and the 
devaluation of the Thai baht 
makes Bangkok’s tip hotels 
a bargain far the business 
traveller at the moment The 
Marriott (tel Bangkok 
6567700) has a $125 per room 
executive package, which 
includes breakfast use of 
hotel meeting room and air- 
port transfers. The Dus ft 
Thani (2360450), Sheraton 
(2660123), Erevan (2541234). 
Sukhothai (2870222) and 
Regent (2639810) all have 
similar deals. The Oriental 
(2360400) charges US$150 for 
its single room package. 
Prices do not include govern- 
ment taxes. 

Kieran Cooke 
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company In a situa- 

tion whom you may have 
helped. 

This will usually prompt 
an interested response and 
give you the first opportu- 
nity to speak succinctly 
about the products and/or 
services you offer. 

• Suggest a ftdlow-up. You 
want your fellow passenger 
to fed that you have dis- 
played genuine interest in 
his business and that you 
have created sufficient inter- 
est in yours. 

If so, he will want to see 
you again. Perhaps you offer 
your business card and wait 
for him to offer or you 
ask if be would find it worth- 
while tor you to follow up 
with a call next week. 

Remember to keep the 
game at a high level. After 
all, yon are at 30, 000ft 

77** author la founder qf the 
Firestarter Company, a Lon- 
don-based international con- 
sultancy gwiiitev in per- 
sonal - and professional 
devel opment programmes 


Executives 
unable to get 
away from it all 

Summer hofidays are here, 
but even on the beach 
hard-pressed executives find 
It cSffictet to take their minds 
off work, says a survey, 
Three-quatere erf their 
offices, almost as many 
cheek their phone 
messages, almost one in 
four takes a laptop and 11 
percent say they can never 
forget about the job. 

K is hardly surprising that 
they find it difficult to relax: 
60 per cent say they get 
calls or e-mail from 
headquarters aid 54 per 
cent are so downtrodden 
they spend some of their 
break doing office work. 
Worse sta. 28 per cant said 
they had been forced tn 
cancel a holiday and 14 per 
cent said they had needed 
to cut one short But if they 
ck> make the sacrifice, they 
are unfikeiy to score any 
brownie points. Nearly half 
complain that nobody 
thanks them for giving up a 
holiday. 

The survey was conducted 
by Roper Starch Worldwide, 
a New York-based market 
research and opinion pofi 
company, on behalf of Hyatt 
Hotels and Resorts. Those 
interviewed, afl American, 
ranged from safes 
representatives to chief 
executives. 

Only 11 per cent say they 
are made to feel guilty for 
going on holiday, but the 
survey says: "There is some 
evidence that guilt is 
brought to bear 
disproportionately on women 
and young executives.” 
Despite aO that, about 
two-thirds say annual 
holidays are essential to the 
performance of their jobs 
and “maintaining a positive 
state of mind" at home and 
at work, and 70 per cent 
would refuse to give them 
up in return for a 10 per 
cent pay rise. And 53 per 
cent say it only takes one 
day away to forget about 
work and start enjoying 
themselves. 

Flight link-up 

A group of 15 small to 
medium-sized airlines may 
launch dovetailed 
frequent-flyer schemes in an 
efftrrio boost business 
traffic. Behind the schema is 
UK-based Debonair. Others 
involved in negotiations 
Include Belgian earner VLM, 
Air Moldova, the Czech 
carrier CSA and Virgin 
Express. They have set up a 
steering committee, which 


harbi1tela«8iig 

Hob It® 


wffl investigate how the 
scheme could be 
implemented. If A goes 

ahead, loyalty points could 
abo be exchanged with 

those awarded by some US 
and Latin American Filinas. 

Lagos route 

British Airways has started 
flying to Lagos in Nigeria 

again after a break of 14 
m onth s . It is operating up to 
five times a week from 
London Heathrow, but 
hopes to fly daily when 
traffic justifies it The 
Nigerian government banned 
British Airways from flying 
there in May last year. The 
move was in retaliation for 
the UK’s decision to halt 
flights by Nigerian-registered 
aircraft to London amid 
concern about the Insurance 
and maintenance of some 
jets. The Department of 
Transport says it is ready to 
consider allowing Nigerian 
carriers to resume services. 

Forte in Israel 

Forts is moving into Israel 
for the first time, with the 
planned opening ol hotels in 
Tel Aviv and Eilat. Both will 
operate under the Mtiridien 
brand. The hotel In Tel Avfv 
will open at the end of next 
year in the Azriefi Centre. 
Occupying 15 floors of a city 
centre tower block, it will 
have 423 rooms and suites, 
a health centre, indoor pool, 
meeting rooms and a 
helicopter pad. The Slat 
hotel, which will have 247 
suites, is scheduled to open 
late this year on Eilat's 
south shore. It wffl have 
health facilities - plus two 
pools, an Engtistv-style pub 
and a conference hail 
seating 400 delegates. The 
company has also 
announced plans for a new 
Posthouse hold in Belfast 
Due to open in two years, it 
will have 170 rooms, 
conference and business 
centres and a health club. 

Net bookings 

A new worldwide hotel 
booking service 
(www.ht~p.com) has been 
launched on the internet by 
the International Travel 
Partnership, a consortium of 
travel agencies. Riding on 
the back of the Amadeus 
computer reservations 
system, which Is used by 
thousands of agents and 
airlines, it covers about 
5,000 properties, all offering 
rooms at specially 
negotiated rates. Customers 
get confirmation on screen. 

Roger Bray 
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Something to say? Use a pseudonym 


A sophisticated ‘remailers’ service now offers internet users complete anonymity 

Enshrined In the ITS - could be sent to pebetiL The knowing the users' true newsgroup or a mai 

Constitution, free speech is remafler would then took the identities. - Because ft is encryp 

thought of by most people in user up in a list of It achieves this by resulting message w 

tfte developed world as a pseudonyms, and forward allowing users to scramble gobbledegook to eve 

right But what about' • 'toeinagto.lte flRsttnatiinn as their messages msmy^ times else. But the owner 

anonymous free speech? if it came from the over so they can pass unscramble it using 

Should we have the right to pseudonym When a reply ; through multiple remall private key descrftx 

talk to others without letting came in, the system would systems. The result is that The paper reports 

them know who we are? wort: in^ reverse, retrieving even though each system remaDer worked exl 

this is the question raised the recipient's real e-mafl knows the immediate source robustly, even thooj 

try “remailers” services that address in the database and and destination of the were able to use it t 

allow internet users to send forwarding the reply to the messages passing through, large numbers of jn 

p- wmiT p ioggagPB original sender. no single system knows all e-mails. It explains 1 

using pseudonyms, or After a few years of the Unto in any chai n- some Internet users 

“nyins’’: As' a paper written' contro ve rsy and trouble • This creates the electronic angered by anonym 

. ■ - .... . ■ ■» ■ — * - - — — *- anitfimlant nf 9 Vnhart hv nun of tHA 


at the Massachusetts . ; 
Institute of Technology 
reveals, tbe.qnestkm Is 
. certain, tohscome jnare 

acute because the 


rpmnriW K.haS iUibxuWfld 

sharply- ‘ 

„ The earliest remailers, 
most famously a Finnish 

serrice operated from the • 

address anintpenetfl. were 
atm p i a. Whaxra user ■ - - 

anywhau in the worid 
wanted tosend an 


| After a few years of 
r contr ove rsy and trouble - - 
I freon law enforcement' 
agencies, the Finnish service 
has now shut down. Until 
recently, ft seemed that the 
oper ato r of similar retnail 
services' would always hive- 
to know each account 
holder's details — it would ■/ 
otherwise be impossible to - 
forward reply mfifl. 

But the MIT paper, written 
by David Maderes and 
Professor Frans Ka^hoek, 
pewes this wrong- They . 
explain that they have 
‘ developed a remafler that " 
works perfectly without ever 


knowing the users' true 
identities. 

It achieves this by 
allowing users to scramble 
their messages many times 
over so they can pass 
through multiple remall 
systems. The result Is that 
even though each system 
knows the immediate source 
and destination of the 
messages passing through, 

no single system knows all 
the links in any chain- 

This creates the electronic 
equivalent of a Robert 
Maxwell corporate structure: 
b pifl in g co mpan y in the 
Cayman Islands owned by a 
trust in Switzerland, owned 
by a partnership in Panama. 
As a result, anyone who 
wishes to unmask the owner 
of the address has to obtain 
injunctions in two or more 
countries. 

Users can also add a twist 
of their own. Instead, of 
forwarding these encrypted 
messages to an e-mail 
address, they can instead 
have them sent to a 


newsgroup or a mail i n g list. 
Because ft is encrypted, the 
resulting message will be 
gobbledegook to everyone 

else. But the owner can 
unscramble it using the 
private key described above. 

The paper reports that the 
remaDer worked extremely 
robustly, even though people 
were able to use it to send 
large numbers of junk 
e-mails. It explains that 
scene Internet users, many 
angered by anonymous junk 
sent by users of the system, 
tried to shut the system 
down by disrupting it 
The paper gives a 
picturesque account of some 
of the tricks these saboteurs 
attempted including “reverse 
mail bombs", “spam- 
baiting", “exponential wail 
loops”, and "encrypted mail 
bombs" and how they were 
! dealt with. 

: To the authors' 

! satisfaction, their software 
survived these attacks 
I largely unscathed so much 
so that someone successfully 


used the remailer to 
distribute child 
po rn ography. This prompted 
a subpoena from the FBI, 
which the researchers 
co-operated with, although if 
tbe pomographer had used 
the system properly, the 
information they could have 
given would have been no 
use to tbe FBL But the 
question remains, who can 
have a legitimate use for 
such a service? To find out. 
the researchers sent a poll to 
their users, guaranteeing 
anonymity of response. 

The paper reports a 
number of uses. Some users 
claimed to use the service 
for making political 
statements in countries with 
repressive regimes, or to act 
as a whistleblower. Others 
used it simply as a free 
e-mail service, or to come 
out on the internet as 
alcoholic, gay or depressed 
without fear of losing their 
jobs. 

Others admitted to 
low-key illegality such as 
marijuana cultivation, 

propa gating mm pnfa y 


viruses and software piracy. 
But nobody raised their 
hand to admit serious 
criminal behaviour. 

The implausibllity Is that 
most of these claimed uses 
could have been achieved 
equally well simply by using 
free, easy-to-use commercial 
services such as HotMafl, 
Yahoo! and BigFoot 

It is hard to imagine any 
of these companies 
voluntarily unmasking one 
of their users either to the 
Chinese government or to a 
corporate Big Brother. 

Since the MTT system is 
for less convenient to work 
with than commercial 
services, the vast majority of 
users for whom it makes real 
sense will be those who have 
something to fear from the 
law. Messrs Mazieres and 
Kaasboek should be 
congratulated for the quality 
of their software and their 
contribution to research. But 
whether they have done the 
wider world a service is 
harder to say. 

tjmjackson@poboz.com 
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SIEMENS 

NIXDORF 


will continue to 
operate in the retail 
systems and self 
senrice products 

segments. 

In becoming the 
world's largest vendor 
of information and 
communication (l&C) 
technology, Siemens 
will be rebundling its 
offerings effective 
October 1, 1998. The 
Siemens Nixdorf 
brand -and thus the 
autonomous legal 
entity of Siemens 
Nixdorf Information 
Systems -will be re- 
tained for doing busi- 
ness with the retail 
segment (market lead- 
er in Europe in retail 
systems] and in the 
seif sendee products 
sector (e.g. No. 2 in 
Europe and No. 4 
worldwide in automat- 
ed teller machines). 

So Siemens Nixdorf 
will continue to do 
business as a subsidi- 
ary of Siemens AG- 
within the new ”I&C 
Products" Group. 
Which means that 
these lines of business ' 
will be able to continue 
operating with their 
successful, customer- 
driven approach and 
sustain their high 
growth and strong 
profitability. And the 
same competent 
people as in the past 
will be available to all 
customers in these 
product segments. 

For more 
information call 
00-800-01109798. 

Or visit our website at 
bttpV/www. 
siemsnsnixdorf. 

com/q&a 















Tuning in to 
teaching on 
television 


Victoria Griffith looks 
at a satellite channel that 
is broadcasting 
big-name management 
seminars at low cost 


Wttn The group around the table 
HUj* stares at the television 
screen as management guru 
Bill By ham delivers his views on 
worker empowerment. While no 
one seems transfixed, most seem to 
be paying attention. “You find 
your mmd wandering in some 
parts." says Pat Ward, a tr a in in g 
specialist for the US Post Office. 
“But for what we want, this is a 
good product." 

What the Past Office wants is 
low-priced management seminars 
to offer on a mass scale to its 
»G0, 000 employees. The product on 
display for possible purchase is one 
of the biggest experiments in “dis- 
tance learning": the US Public 
Broadcasting Service’s tPBS} new 
The Business Channel. 

Distance learning is where the 
teacher uses technology such as 
satellite television, the internet, 
telephones and faxes Tor remote 
instruction. And in the fast-grow- 
ing area of business training, effec- 
tive distance learning has become 
the holy grail of the multimedia 
age. 

“There is the sense that we could 
leverage remote learning to 
improve our cost-effectiveness." 
says Glen Urban, outgoing dean of 
the Massachusetts Institute of 
Technology's Sloan School of Busi- 
ness. “But we've been unsure how 
to do that without diluting the 
quality of our programmes." 

The Business Channel, with 
which MIT has just signed a part- 
nership agreement, hopes to pro- 
vide part of the solution. The ven- 
ture is a result of PBS's attempt to 
become financially more self- 
reliant. When the US Congress 
threatened to cut PBS funding two 
years ago, the station identified its 
own self-sustaining hot houses. 
The Business Channel, which 
broadcasts se minar s to companies 
worldwide by satellite, was one 
..of them. 

The division was spun off as a 
separate business in late 1996 with 
50 per cent ownership by PBS and 
50 per cent by the Williams Compa- 
nies. the energy and telecommuni- 
cations group. 

The Business Channel got off to 
an inauspicious start. Its satellite. 


TelStar 41. fell out of the sky two 
months after the venture was 
formed, and The Business Channel 
began large-scale broadcasting 
only this year. 

The Business Channel offers 
seminars led by some of the big- 
gest names in management educa- 
tion - such as Rosa bet h Moss Kan- 
ter and Peter Seoge - at bargain 
basement prices. Its several hun- 
dred clients include McDonald's, 
Lockheed Martin. Florida Pow- 
er & Light. Chevron and Merck. 
Companies were charged only $995 
for the Byham seminar, or $745 if 
they paid a membership fee to PBS. 
With 25 workers per site - the 
average, according to The Business 
Channel - that works out to $40 
per employee. As a seminar for a 
single person can cost thousands of 
dollars, those low prices have an 
obvious allure. 

Despite its relative cheapness. 
The Business C-bannel is not an 
easy sell. “It is a very appealing 
concept, but it requires changes in 
corporate behaviour that can be 
slow in coming," says Ann Boland, 
chief operating officer of The 
Business Channel. “Most corporate 
tr aining is still in the classroom." 

There are. moreover, clear disad- 
vantages to even the best distance 
learning. Before the Byham semi- 
nar. Ms Boland led a discussion on 
empowerment with a small group 
of potential clients. The dip in 
energy levels after the television 
was turned on was palpable. 
“When facilitators are in the same 
room with participants, they are 
constantly watching to see who is 
drifting, who has something to say 
but can't get up the nerve. aH sorts 
of visual clues," says Ms Ward. 
“That is all absent in distance 
learning." 

Another challenge is the generic 
nature of the programming. While 
The Business Channel is consider- 
ing adding optional features, such 
as private question-and-answer 
sessions or customised written 
material, its schedule is by 
nature untailored. With the 
growing demand for highly cus- 
tomised executive education -pro- 
grammes, that is a serious limit- 
ation. 

Because PBS is not a university, 
its training programmes remain 
largely top-down. “We are not in 
the business of offering degrees," 
says Jinny Goldstein, chief execu- 
tive of The Business Channel- “We 
won’t be giving grades to students' 
work." 



Business schools have also long 
recognised that much of their 
appeal lies not in the instruction, 
but in professional networking - 
participants’ chance to schmooze 
with other executives during the 
sessions. That is lost In remote 
learning. 

To make sure the learning 
remains as interactive as possible, 
PBS provides companies with writ- 
ten materials for local facilitators 
to prepare and follow up with 
employees. Most sessions provide 
an audio link with the speaker for 
a question-and-answer session, 
although when thousands of people 
participate, the chances of having 


a query answered are smalL The 
Business Channel is also entering 
Into partnerships with schools 
such as MIT to give viewers more 
feedback. 

In November, for instance. MIT 
will offer a six-week executive edu- 
cation programme - broadcast 
over The Business Channel - that 
will assign reading materials, host 
discussion groups on the internet, 
and evaluate students' assign- 
ments. To guarantee quality, MIT 
has agreed to maintain a ratio of 
one teacher to 12 students for all 
its PBS courses. 

The Business Channel has big 
plans. The group hopes to be avafl- 


PUBLIC NOTICES 


NOTICE PUBLISHED BY THE SECRETARY OF 
STATE UNDER SUBSECTION 10(7) OF THE 
TELECOMMUNICATIONS ACT 1984 


Licences to run lelecommimicwion systems under section 7 of the 
Telecorrunun iauions Act 1984 granted to Teualmk Tckxomrnunicaiiom 
Limited and Nauorral Band Three Limited. 


1 . The Secretary or Sure hereby gives notice as follow*: 

a. dm he has duly reconsidered the proposals m respect of which 
he published a notice on 10 November 1997 under subsections 
(K5) and 10(61 of the Telecommunications Art I9&A (“the Act") 
regarding his intention lo grant licence*, under the Act to 
Trtralint Telecommunications LBniiod and National Band Three 
Limited (logethcr "the Licensees" and individually “a Licensee”! 
lo run telecommunication systems throughout die United 
Kingdom; 

b. dial he has granted such licences (together “the Licensees" and 
individually “a Licensee") lo die Licensees, being a licences 
which include conditions such that section 8 of the Act applies to 
diem, thereby malting each Licensee eligible 10 have the 
telecomm unkaikms code contained in Schedule 2 to the Act 
applied to it under section 10 of die Acc 

c. that he has applied die telecommunications code (“the Code") to 
each Licensee subject to certain exceptions and conditions 
throughout the United Kingdom. The effect of these exceptions 
and conditions is that each Licensee has duties: 

i. to comply with various safety and environmental conditions, 
in particular (with certain exceptions) to install lines 
underground: 

it. to comply with conditions designed lo ensure efficiency and 
economy on part of that Licensee, in connection with the 
execution of works on land concerning the installation, 
maintenance, repair or alteration or iu apparatus; 
iii. to consult certain public bodies before exercising particular 
powers under the Code, including (he local planning and 
highway authorities and English Nature, as well as relevant 
electricity suppliers; 

rv- to keep and moke available records of the location of 
underground apparatus and copies of the exceptions and 
conditions in its licence to the powers under the Code; and 
v. ia ensure that sufficient funds arc available to meet certain 
liabilities arising from the execution of street works. 

2. The Secretary of State has applied the Code to each Licensee: 

a. because cacti Licensee will need the statutory powers in the Code 
to install and main lain the telecommunication systems which are 
id be installed and run under its Licence; 

b. subject to the exceptions and conditions referred to above 
because they are considered requisite or expedient for the 
purpose of securing that the physical environment is protected, 
and that (here is no greater damage to land than necessary, that 
the systems arc installed as safety and economically as possible, 
and that each Licensee can nxxi (and relevant persons can 
enforce 1 liabilities arising from the execution of works. 

t 3. The Secretary or State has granted die Licences because he considers 
that they will help to satisfy demands in the United Kingdom Tor the 
| provision of services of the type authorised, will promote the 

interests of consumers m respect of the quality and variety of such 
services, and will maintain and promote effective competition 
between those engaged in the provision of telecommunication 
services. 

4, Each Licence has been granted for a period of 23 yean in the first 
instance and is subject to revocation by the Secretary of State on 30 
days* notice in the circumstances specified in each Licence. 

5. Cbpuss of each Licence may lie obtained from the Office of 
Telecommunications (Research and Intelligence Unit), SO Ludgaie 
Hin. London EC4M 7JJ. price £12.00, postage and packing free. 

Gordon Tanam 

Department of Trade and Industry Dated i August 1998 
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FILE FROM PARIS 


The politics of posterity 


A planned museum is President Chirac’s cultural stamp on the 
future, but the cost to the taxpayer has largely been ignored 


Along the left bank of the 
Seine in Paris, just west of 
the Eiffel Tower, elegant 
apartment blocks suddenly 
give way to a scruffy 
collection of long bulbous 
huts shielded from the road 
by wire netting. It is one of 
the French capital’s rare 
eyesores. 

Soon It will be no more. 
Last Wednesday the Jospin 
government gave the 
go-ahead for this site on the 
Quai Branly to be used for a 
Museum of Primitive Arts 
costing FFrl.lbn (£113m). 

In a city so magnificently 
endowed in museums, one 
might well ask why Paris 
needs another, especially as 
official policy for several 
years has been geared to 
boosting provincial cultural 
Institutions on the basis that 
not everything should be 
centralised in the capital. 

The answer, of course, is 
politics. This time the 
politics are those of 
posterity. President Jacques 
Chirac dreamed up the 
project as his means of 
marking his seven-year 
mandate as head of state. 

Recent French presidents, 
starting with the late 
Georges Pompidou, have 
sought to leave their mark 
on posterity with a 
distinctive cultural stamp. 
Indeed the enormous success 
of the Pompidou Centre for 
modern art, with its 
adventurous architecture 
and innovative approach to 
popularising culture, 
spurred the late President 
Franpois Mitterrand to 
initiate a range of projects 
including the complete 
overhaul and enlargement of 
the Louvre museum and the 
construction or a new 
National Library. 

Thus it was not surprising 
that President Chirac should 
feel be could continue the 


tradition. He also happens to 
be a considerable 
connoisseur himself with a 
particular interest in 
oriental antiquities. 

With the city so 
well-stocked with museums 
it was no simple matter 
coming up with a project 
that filled a genuine cultural 
gap. Earlier on, It seems, the 
president focused on the idea 
of giving a higher scholarly 
profile to primitive arts, 
some of which had inspired 
the great modern artists 
such as Picasso, while also 
using the latest interactive ' 
techniques to popularise 
them. 

This meant treading on a 
few toes as the museum 
could be created only on the 
basis of incorporating 
existing collections and 
redefining their roles. 
Opposition came from 
scientists at the Natural 
History Museum who feared 
they would both lose part of 
their empire and see science 
sacrificed to entertainment. 

After much back-room 
discussion, the core of the 
exhibits will come from two 
sources - the current 
Museum of African and 
Oceanian Arts (essentially 
collections from the 
civilisations of farmer 
French colonies in Africa 
and the Pacific) and the 
ethnographic department of 
the Museum of Mankind 
whose new permanent home 
was planned far the Louvre, 
opening next year. Curiously 
the first museum comes 
under the aegis of the 
culture ministry, the latter 
the education ministry 
because it is deemed 
didactic. 

The museum was given 
the all-embracing title of 
Museum of Mankind. Arts 
and Civilisations - in 
French, the Mus6e de 


1 Homme, des Arts et des 
Civilisations, with the 
indigestible acronym MHAC. 
This quickly gave way to the 
more manageable Museum 
of Primitive Arts. With its 
function more or less 
defined, the next problem 
was to find a site. 

Last November a report 
suggested six places in Paris 
that could be suitable. AH 
but one involved converting 
existing museum complexes 
or large 01-used public 
buildings such as the Grand 
Palais on the Champs EHys6e 
which serves for important 


But as work gets 
off the ground the 
cost could well 
begin to be 
questioned 


temporary exhibitions. The 
exception was the 35,000sq m 
of poorly exploited 
state-owned land at Quai 
Branly. 

President Chirac favoured 
this from the outset A new 
building promised to be 
quicker than a reconversion. 
The question of time was an 
important consideration. 
With an eye on the political 
calendar, the museum was 
projected to be ready by 
2002. the end of the 
president's mandate (and 
probably his fight for a 
second term). Quai Branly 
was also bound to toucb 
presidential vanity since it 
presented an opportunity to 
give the Paris urban 
landscape a fine new 
building by which he could 
be remembered. 

The president has got his 
way on the site. But the 


decision to choose Quai 
Branly has left the fate of 
other buildings such as the 
Grand Palais up in the air. It 
also goes without saying the 
construction of the new 
museum will absorb funds 
that could have gone to 
improving existing facilities 
and speeding up the 
introduction of others, such 
as the new Museum of the 
Cinema, which was nearly 
destroyed by fire. 

This aspect of the decision 
has been largely ignored 
since there is a certain 
lese-majeste accorded the 
head of state in the matter. 
But as work gets off the 
ground and the project 
progresses, the cost - borne 
by the taxpayer - could well 
begin to be questioned, not 
least because the Mitterrand 
legacy of cultural expansion 
has created a vast running 
cost burden. The new 
National Library eats up 
more than 6 per cent of the 
culture ministry’s annual 
budget; while the Pompidou 
Centre is currently shut for 
a premature refurbishing. 

Things might have moved 
tester if President Chirac 
bad not miscalculated last 
year and called an early 
election that led to the 
triumph of the opposition 
parties on the left The 
project marked time as the 
president got the measure of 
his "co-habitation” with 
Socialist premier Lionel 
Jospin. Indeed, it was a 
mark of Mr Jospin's 
commitment to have a 
civilised relationship with * 
his political opponent in the 
Elysde Palace that he agreed 
last autumn to endorse the 
project and find the funds. 

But there has been one 
barb in the government 
accepting the president's 
monument for posterity. The 
project will be spread over 
six not four years - well 
after the current presidential 
terms ends. 


A helping hand 
back on to the 
career ladder 


Women managers who take 
a career break to look after 
children or eWerfy relatives 
can find it hard to get back 
on the career ladder. A new 
course. "Women into 
Management", alms to break 
down the barriers with 15 
weeks of conttdence- 
buikiing. career development 
work, re- training in 
management and IT, and a ■ 
work placement, writes 
Alison Smith. 

The course, being run by 
the universities of 
Westminster, Liverpool and 
Lincolnshire & Humberside 
from mid-September, is 
aimed at middle and senior 
managers. 

“For women who*ve been 
out of the workforce for 10 
years, the biggest problem is 
technology." says Diana 
Wotfm, course co-ordinator 
at Westminster Business 
School. The course gives 
women a “personal action 
plan", practice in writing CVs 
and trial Interviews on 
closed circuit television. The 
training which is free, is 
supported- by the European 
Social Fund. Similar courses 
are being run in Vienna. 
Nuremberg In Germany. 
Valencia in Spain and Stress 
In Italy. 

Diana Wo /fin or Susan 
Foreman. 0171 911 5121. 


twodav course put together 
by the institute of Directors. 

The course, called “A 
Director’s Introduction to the 
City" provides directors with 
an opportunity to become 
familiar with the City's most 
important markets and 
services and the*r relevance 
to their own businesses. 

. The course will also 
provide tho opportunity for 
visits to a number of 
exchanges and institutions, 
including The Metal 
Exchange and Lloyd's of 
London. Two courses have 
been scheduled to start on 
September 21 and 
December 2. 
re/ + 44 171 766 8034 


Greater choice 


The University of Bath 
School of Management is 
expanding its programme 
with the recruitment o! 13 
new academic staff from 
September. The school is 
creating four professorships, 
in business strategy, finance, 
marketing and information 
systems, and mne 
lectureships. Prof Brian 
Bayiiss, director, says the 
school wiH be continuing to 
develop its revenue-earning 
courses, particuiarfy >ts MBA 
programmes and executive 
development courses. 


Open to ideas 


Online degree 


able on the desktop within five 
years, and it is looking to use the 
Internet to provide extra services. 
One feature may allow participants 
to move at their own pace, for 
instance, rather than following a 
pre-set schedule. 

"The idea is not just to offer 
cheaper versions of on-campus 
courses, but ones with their own 
unique value." says Jinny Gold- 
stein. “Of course, the ideal would 
be for workers to have one-on-one 
sessions with people like Michael 
Porter and Peter Senge. But for all 
hut the upper-most echelons of 
management, that is just not real- 
istic." 


Stanford University is to 
offer its first online degree 
programme in the autumn - 
a master's degree in 
electrical engineering. Those 
applying for the programme 
will be competing directly 
with electrical engineering 
students who intend to 
complete their graduate 
work in the conventional 
way on campus. 

“To the best of our 
knowledge, we will be the 
first major research 
university in the US to offer 
a master's degree totally 
online," says Joseph 
Goodman, professor of 
electrical engineering and 
senior associate dean of the 
School of Engineering. 

Dale Harris, executive 
director of the Centre for 
Telecommunications 
stresses that the online 
content wHt need to measure 
up to that available on 
campus. "We wW consider 
the online degree to be 
successful only if it's the 
highest quality available." 
kmiciaQstanford.edu 


Has anyone out there heard 
of "open space 
technology*? According to 
Roffey Park Management 
Institute it is a great way to 
manage large meetings of 
employees in order to draw 
out ideas for the future of 
the business. The technique 
involves a “facilitator* rather 
than a chairman and is not 
driven by any firm agenda, ft 
may sound rather woolly but 
Roffey insists that it 
works. 

Managers interested in 
using the idea can leam all 
about it in a workshop at 
Roffey PWk running from 
September 1 to 4. 
tel + 44 1293 851644 


Skill sharpening 


Direct to the City 


Company directors 
unfamiliar with the workings 
of the City can obtain a 
better understanding of the 
Square Mile in a new 


Non-executive directors of 
large companies seeking to 
sharpen their skills may be 
Interested in a new 
development programme by 
Henley Management 
College's Centre for Board 
Effectiveness. 

■ The Effective 
Non-Executive Director 
Seminar is a two-day 
residential course to run on 
September 3 and 4. It win be 
followed by a masterclass 
programme at Detoitte & 
Touche, London, on various 
dates between September 
16 and December 9. 

Susanne Walton *44 1491 
571454 


Richard Donkin 
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1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


It Is vital that today's finance professional keep 
abreast of the latest developments. For the 
past decade ICMB has butt a solid reputation 
training executives tram over 900 institutions 
and 84 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment. 


4 Kevin Wilson August 17 -21 

MODERN SECURITY ANALYSIS FOR PRACTITIONERS 


Richard Levich August 24 - 2B 

EXCHANGE-RATE AM) INTEREST-RATE ECONOMICS 
AND FORECASTING 


Hashem Pesaran Aug. 31 - Sept. 4 

FORECASTING TECHNIQUES W FINANCIAL MARKETS 


Stephen Schaefer September 7 - 1 1 

BOND PORTFOLIO AND MTERESFRATE RBK 
MANAGEMENT 


B Anthony Neuberger September 14 ■ IS 

THE USE OF DERIVATIVES IN CORPORATE FINANCE 
AND PORTFOLIO MANAGBKENT 


Ren6 Slute September 21 - 25 

FMANCIAL RISK MANAGBUENT AND DERIVATIVES 


Gordon ibbotson Sept. 28 - Oct. 2 

ADVANCED LARGE CORPORATE CREDIT 
ASSESSMENT 


Mike Staunton October 12 - 16 

EQUITY PORTFOLIO MANAGEMENT 


PhWppe Jorion 
GLOBAL ASSET ALLOCATION 


October 19-23 


David Cox November 9 - 13 

QUANTITATIVE TECHNIQUES FOR FINANCIAL 
MARKETS 


SaJih Neftci November 16 - 20 

ADVANCED MATHEMATICS OF DEHVATTVE PRODUCTS 


For our detailed brochure, please contact; 
F&btenne Scagiiola or Beatrice Candotti 
ICMB 

Av. Blanc 4g - 1202 Geneva. Switzerland 
Tel: 4-41-22/73196 55 
Rax; +41-22/73195 75 
http‘y/tieiwww.urnge.ch/lcmb/ 
e-maH IcmbQhei.untge.ch 
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THE ARTS 




L-OOa' 


SwilMbrla'' - 
«SBlfa30 Vfesseflna 
and a rock opera by' 
faasedtnttw 
I/Bafira to Algeri . 

*Ma?ssrr«fli 

s leading theatre 

'programme with 
ShefrkYs 77w floats and 
6£ipldes’ 7 H«»iba The - 
jShfeddan farce. tfirectad by 
B;OT 

wfc.sr • 

iAefSttB. Jbdbodato 
Werfanbaker’s filicides 
atfepfation opera on August - 
iflWi& Olympia Dukakis (righfl) 
file rate ? 


.TMS'tt.a'pBrtfeuhMrilBh' week 
fqci^ff Prams. Tonight aid 



tomorrow, Yo-Yo Ma is ceflo 
Bototet in works by Tan Den 
(pictured to ge t he r left) and 


Dvofak, and there a a lata* 
night concert of Javanese 
gamelan music on Thursday. 


On Saturday Mstislav 

Ro st ropovich conducts tha 
National Yotfh. Orchestra St 
the wodd pra ne ero of Michael 
Berkeley's Garden of Earthty 
Delights, and on Sunday Mark 
Elder (right) gives a rare outing 
to Prokofiev's Cantata for the 
■gOtfr/Wwe rea ry of the 
October Ravofuthn. 

STAVANGER 

The combination of smOB-tawn 
charm, historical buMing* and 
easy access to spectacular 
scenery makes this Norwegian 
port an ideal venue fora 
summer chamber music 
fiestas). This year’s event, 
directed by cetist Trufa Mode, 
opens on Friday end features 
Kathryn Stott, Thomas 
Zehetinaa end the Prazak 
Quartet. 



EXHIBmON IN PARIS 


An assault on the senses 

Jackie Wullschlager revels in a Gallic mix of hedonism, rationalism and luxury 


You see it in every aspect of 
French life, from the don- 
nish. trendy football com- 
mentators to -the high-hrow 
chefs who end a souffle rec- 
ipe With a of srifrTrHfti* 

data. But nowhere Is the 
Gallic mis; of hedonism, 
rationalism and breath- 
taking Intellectual audacity 
more perfectly distilled than 
at the massive new Thiatres 
des Sens ( Theatres of the 
Senses) exhibition in Paris. 

Its brief - to chart Ww evo- 
lution of our five senses, 
from animal instinct to high 
refinement, from tha stench 
of dung to the fragrance of 
Guerlain or the aroma of a 
cigar - epitomises the 
French urge since the 
Enlightenment to classify 
and order every aspect of 
human experience. Its execu- 
tion, in 10 rooms at the 
Palais de la Dgcouverte, each 
devoted to a single sense or 
to its classy gratification 
("Theatre of Adornment'*, 
“Theatre of the Feast"), is 
ambitious, seductive, bang 
up to date: sensual delight 
celebrated in a modern, 
hands-on. nose-on, ears-on 
setting. 

Yet its undercurrent is 
unashamedly commercial: 
beneath aesthetic theories 
and gorgeous displays, brand 
names peep out from Bacca- 
rat and Chanel to Bemy Mar- 
tin and Veuve Clicquot; and 


Comite Colbert, the group of 
35 luxury goods booses, is 
the sponsor. It posits existen- 
tial emptiness and millen- 
nial sophistication as the 
historical .drive of the show: 
“having learnt to perceive to 
survive, we will reach a 
point where we live to per- 
ceive". It is bard tO Imag ing 
an exhibition in Britain 
blending Bond Street and 
Bertrand Bussell; here the 


dominate* and the 

blue box is duBed. because 
bulls wniwt see blue. Tty 
another booth, and you are 
listening to the range of 
high-pitched that an 

owl hears, but the entire 
scene is murky lime-brown, 
because owls don't distin- 
guish colours. If yon ever 
fantasised about being a 
lynx or a bal or a spider, 
here is the virtual reality 


Its execution is ambitious: sensual 
delight celebrated in a modem, 
hands-on, nose-on, ears-on setting 


Spirit of the Place VendQme 
and the French philosophers 
meet effortlessly, stylishly, 
absurdly. 

As soon as you step into 
the first room, a vast shad- 
owy semi-circle, yon are 
assaulted on all sides by 
sounds, smells, flashes of 
light and dark which consti- 
tute “la perception animale". 
That group of illuminated 
boxes, waterfalls and jan- 
gling mobiles in a field, sea- 
gulls screeching and waves 
lapping - at first it looks 
lifcg the Mnd of contempo- 
rary installation you always 
hated. But stick your head in 
a booth, and -you see, smell 
and hear ft as a bull does — 
the aroma of freshly cut 


room for you. 

Most of our sensual 
responses, this exhibition 
suggests, are related to evo- 
lution: we like sugar because 
from the start of life, every- 
thing we metabolise is con- 
verted to glucose; we vener- 
ate gold because the rays of 
the sun have always been a ' costumes 


sign of well-being. A neuro- 
biologist calls our nervous 
system “workshops of the 
imagination", which the 
designers have sought to re- 
create in each space devoted 
to the senses. 

In the sound room you can 
compare file rhythms of dif- 
ferent languages with the 
crashing of thunder, the tap- 
ping tambourines, or hear. 


Bach accelerated, slowed 
down and overlaid with an 
aeroplane taking off, or 
eavesdrop on African, Chi- 
nese, Indian and European 
lullabies. 

Democracy of sensation is 
everywhere - this is the sort 
of audience participation 
where we all like and recoil 
from the mw sounds and 
smells and laugh at one 
W pother as we run our hnriric 
over hundreds of different 
furs, playing with shall* and 
jewels, sticking our noses 
into pictures which conjure 
up the lavender of Provence, 
curries on a Goa street mar- 
ket, seaweed washed by the 
tide. 

What is so typically 1990s 
here is that the democratic, 
individual -as-hero spirit is 
extended to the salons adver- 
tising luxuries as the new 
necessities of life, which in 
the next century we will 
“live to perceive". In the 
“Theatre of Adornment". 

and make-up 



Food for thought: a five course dinner takes place through the rod i 


, St by ehandaliera of a thousand upturned wine glasses 


effects from fTHinnm dance 
to Martha Graham and Peter 
Greenaway are displayed 
beside another invitation to 
virtual realilty, “the show 
where 1 am the top model”, 
in which lights, sounds and 
mirrors enable Mrs Average 
Parisian to try on dresses by 
leading designer s: 

At the “Theatre of the 
Feast”, you are at a five- 


course dinner in a smart res- 
taurant, entered through red 
velvet curtains and lit by 
chandeliers of a thousand 
upturned wine glasses. In 
the "Theatre of Perfume", 
press luminous panels on 
two-metre tall sculptures lit 
by amber lights and you get 
a wait of Givenchy, Nina 
Ricci, below a roof of giant 
scent bottles. 

Crazy, enticing, fun. dis- 
honest? The message is that 
we can all fashion ourselves 
anew by some version of 


retail therapy, and the eli- 
lism-lor-everyone effect 
reminded me of shopping at 
somewhere like Harrods. 
where the trappings of lux- 
ury make you feel pampered 
and empowered, but also 
greedy and envious, because 
so much is on offer and so 
little affordable. 

On the other hand, there is 
the fairground mood of sur- 
prise and wonder at wbat 
the senses are capable of. 
and especially of the link 
between memory and taste. 


smell and sound, which 
works for everyone. Among 
many literary evocations 
here, Proust's taste “of the 
little crumb of madeleine 
which on Sunday mornings 
at Combray ... my aunt 
Leonie used to give me. dip- 
ping it first in her own cup 
of real or of lime- flower tea” 
is the most famous. Its suf- 
fuses the second part of this 
exhibition, which draws you 
on by the lure of your own 
childhood through two over- 
whelming sensory impres- 


sions - the smell of choco- 
late and thr sound of Christ- 
mas slcighhclls and laugh- 
ter. both at first dimly 
perceived, then more pro- 
nounced. until they sud- 
denly stop and you are out 
in the cool marble foyer and 
the everyday bustle of the 
Cliamps Elvsees beckons. It 
is a haunting, exhilarating 
show. 

Palais de la DteouvertB, avenue 
Franklin Roosevelt, Paris 
750087, until January 3 1999. 



Dance catches the mood of the moment 


BALLET 


Cuban puzzks scone from Vernay*’ 


CLEMENT CRISP 

TWyta Tharp 

Barbican Theatre, London EC2 

If you are prepared the suffer the 
tedium of getting to the Barbican 
Theatre, a location as ugly and 
confusing as the hideous laby- 
rinth in which it lurks, you will 
find Twyla Tharp’s new. company 
imprisoned there. Yet consider- 
ing of its setting, the group 
seemed on Tuesday night to be in 
very good and sportive form. 

In the first of two programmes, 
Tharp has given central place to 
. another of her earliest and bold- 
est pieces. The Fugue. When we 
first saw It In I97fr, the dance - as 
now - offered three performers 
stamping on a stage, with every 
foot-fall amplified by micro- 
phones. Originally three women 
were the players, and considering 
the variety of sound and rhythm 
that resulted, “players" seems 


the right word. Subsequently, as 
on Tuesday night, three men 
have been cast. We saw Matt 
Rivera, Jay Frank e. Andrew Rob- 
inson, all admirable. 

The fascinations of The Fugue 
are many: the interplay of 
rhythms; the tensions that are 
established between bodies and 
between movement ideas; the 
conflicts and accords of canonic 
writing, of gestures and phrases 
that answer and disagree with 
ea c h other. IT this sounds “intel- 
lectual”, it indicates something of 
Tharp's bright, quick thinking 
about dance itself, but the corol- 
lary is that her ideas always find 
their most vivid expression in 
swiftly comprehended dance. You 
see wbat she feels. And rejoice. I 
think it an enduringly good and 
important work - as an historical 
document, reflecting its time, and 
as a piece of choreographic con- 
structivism of splendid craft. 

It is framed by two pieces new 
. to us. The programme opener is 
Tharp at her most alert to social 


dance, with the steps and manner 
of dance halls and high school 
parties renewed, intensified, 
explored as social document. 
Roy s Jogs is set to the wonder- 
fiilly relaxed music of the jazz 
trumpeter Roy Eldridge. who 
worked after the war in Paris, 
whence the (sort of) French lyrics 
to his songs. 

The nine dancers swing and 
slide, lope and smooch, over and 
along the music. The manner is 
late 19409 into the late '50s. Cos- 
tuming is trousers and shins. 
From the vernacular, from any- 
thing and everything, from 
bumps and grinds to bebop and 
the teasing games or the young. 
Tharp extracts an essence that 
seems the common stuff of 
dances, films, musicals of the 
time, reflecting the life of kids of 
that era. It is fun as movement 
balances on its knife-edge of vir- 
tuosity and micro-second timing, 
and perhaps more than fun: both 
nostalgic and analytic, the 
dances fix an age with exact and 


onemphatic precisian. 

The closing Yemaya is a puz- 
zler. Its world is Cuban, with pop 
ular dance music serving as pre- 
lude and postlude to a central 
drama played to the drumming 
and singing of cult rituals. There 
is a narrative, about a young 
man falling under the spell of an 
idealised woman who represents 
an ocean goddess, cast in rather 
predictable terms. (But the piece 
is for from predictable.) It is 
slickly done, and is reminiscent 
of dance works of the 1950s 
which waved ethnic banners in 
similar, rather innocent wavs. I 
found it excessively unlikely, and 
if a chap wants to get himself 
caught up in such shenanigans, 
good for him, but not in front of 
paring customers. Andrew Rob- 
inson, fine dancer, was very guod 
as the young man. 

The Thnrp season continues 
throughout this week, with n sec- 
ond programme featuring the trio 
of bold new pieces Tharp brought 
to Inst year's Edinburgh Festival. 


INTERNATIONAL 

Arts 

Guide 

EDINBURGH 

exhibition 

Scottish National Gallery of . 

Modem Art 

Tel: 44-131-624 6200 
Mona Hatoum:- 46 works ranging 
from photographs and videos to 
sculptures mole from materials 
including hair, wax, soap, steel, 
rubber, pins and razor blades; to 
Oct 25 - 

gummerglass 

OPERA ^ ■ 

Alice Busch Opera Theater, 
Cooperstown 
Tel: 1-607-647 2255 
Falstaff: by Verdi. New 
production directed by Leon 
Major with sets aid costume by 
John Conklin. Conducted by 
Georgo Manahan. Cast irefedes 
Kevin Glavin, Stephen PweB 
^dAn^urton|At«3^^^^ 

GLYNDEBOURNE 

Tel: 44-1 273S15 000 
• Caprlccfo : byR- Strauss. 


Revival conducted by Andrew 
Davis and directed by John Cox. 
The Countess is sung by Kiri Te 
Kanawa, until Aug 5 and 
thereafter by Fedctty Lott. With 
the London Philharmonic 
Orchestra;. Aug 5 

• Le Comte Ofy: by Rossini. 
Revival conducted by Yves Abel 
and directed by J6rdme Savary, 
with the- London Philharmonic 
Orchestra; Aug 3, 6, 8 

• Simon Boccanegrac by VerdB. 
New production conducted by 

- Mark Elder in a staging by Peter 
HaU. WHh the London ... 
Philharmonic Orchestra The title 
role is sung by Sens Prokina; 

Aug 4, 7 

LONDON 

CONCERTS ’ 

BBC Proms, Royal Afcert Hafl 

TeL.44r171-&98212- \ . . 

9 BBC Scottish Symphony 
Orchestra; European premiere of 
Tan lorn's Symphony 1997 
(Heaven Earth Mankind), 
conducted by the composer. 
Programme also includes works 
by . Arvo Part arid Vaughan 
' wafams, conducted by Jerzy- • 
Maksymiufc With ceflo soloist . 
Yo-Yo Ma and the Chinese 
Imperial Bell Ensemble; Aug 3 

• BBC SymphonyOrchestra: 
conducted by TadaaJd Otakatn. 
works, tv Panufnlk, Dvofak and 
Cigar . WHh oe!IO SOk>iSt YO-YO 
Ma; Aug 4 

•- Javanese Court Dance and . : . 
Gamefan; with dancers aid 
musfdansfrom STS1 Surakarta 
And the Soutti Bank Gamelan 
.players; Aug B 

• . National Youth Orchestra of 


Great Britain: conducted by 
Mstislav Rostropovich in 
Shostakovich’s Symphony No 10 
In E minor. Programme also 
includes the world premiere of a 
specially commissioned new 
work by Michael Berkeley and 
Britten's Young Person's Guide 
to the Orchestra; Aug 8 

• Northern Sinfonia: conducted 
by Jaan-Bemard Pommter In 
works by Rossini, Chopin, and 
Mozart, and the London premiere 
of Maharal Dreaming by John 
Casken; Aug 5 

DANCE 

Barbican Theatre 
Tot 44-171-638 8891 
wwwJ>arbican.org.uk 
Tharpl: two-week season of 
modem American choreography. 
Programme 2 (Aug 4-8) includes 
. Sweet Reids, which draws on 
traditional American choral 
music, and Heroes, a ballot score 
by Phffip Glass; to Aug 8 

MUNICH 

EXHIBITION 
Haus der Kunst 

Tafc 49-69-21 727V 
Expressionists: the BuchheJm 
Coflection. Wide-ranging display 
of works assembled by toe 
painter and novelist 
Lothar-GOnther Buchham: to 
Oct 18 

NEW YORK 

CONCERTS 

Afice Tutly Hafl, Lincoln Center 
'Tot 1-212-875 5050. 
wvnrJncobcenter.org 

• EmperorString Quartet In 


works by Haydn; Aug 4 , 5 

• Orchestra of the Age of 
Enlightenment soprano Emma 
Ktrkby, in works by Boyce, 
Vivaldi, Handel and Bach; Aug 4 
Avery Fisher Had, Lincoln 
Center 

Tel: 1-212-875 5030 ' 

www. lincolncenter. org 
9 Kiemerata Baltics: works by 
Arvo PSrt, Vivaldi. Nino Rota and 
Plazzolla; Aug € 

• Mostly Mozart Festival 
Orchestra: conducted by Louis 
Langree in works by Haydn and 
Mozart With viofln soloist Joshua 
Bell and piano soloist Leif Owe 
Andsnes; Aug 4. 5 

• Orchestra of the Age of 
Enlightenment American debut 
conducted by Paul Daniel. 
Programme of works by Chopin 
and Mozart With piano soloist 
Emanuel Ax; Aug 3 

SALZBURG 

OPERA 

Salzburg Festival 

Tel: 43-662-844501 

• Aufstteg und Fall der Stadt 
Mahagormy: by Weill. Conducted 
by Demis Russell Davies in a 
staging by Peter Zadek, with sets 
by Richard Peduzzl. Cast 
incudes Dame Gwynneth Jones 
and Wilbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Grosses 
Festspielhaus; Aug 5 

• Don Carlo: by Verdi. New 
staging by Herbert Wernicke, 
wfth the Vienna Philharmonic and 
Opera conducted by Larin 
MaazeL Cast includes Samuel 
Ramey; Grosses Festspielhaus; 
Aug 7 


• Katya Kabanova: by Jandtek. 
Conducted by Syh/ain 
Cambrefing in a staging by 
Christoph Martha! er, with designs 
by Anna Vie brock. With the 
Czech Philharmonic; Kleines 
Festspielhaus; Aug 4, G 

THEATRE 
Salzburg Festival 
Tet 43-662-844601 
9 “Soon": by Hal Hartley, with 
music by Hal Hartley and Jim 
Coleman, and sets and costumes 
by Steve Bosenzweig. 
Co-production with deSingel, 
Antwerp; Pemer Inset Aug 4, 5. 
Aug 7, 8 

• Danton’s Death: by Buchner. 
New co-production with the 
Berliner Ensemble, directed and 
designed by Robert Wflson, with 
costumes by Frida Parmeggiani; 
Landest heater; Aug 3, 4, 6, 7, 8 

SANTA FE 

OPERA 

Santa Fe Opera 

Tel: 1-505-9865900 
www.santafeopera.org 
Madama Butterfly: by Puccini. 
John Crosby conducts a 
production directed by John 
Copley: Aug 3, 8 

SCHLESWIG- 

HOLSTEIN 


CONCERT 

Schleswig-Holstein Musk: 
Festival 

Tel: 49-431-567. 080 
Schleswig-Holstein Music 
Festival Orchestra: conducted 


by Donald Runnides in works 
by Berg and Mahler. With 
soprano Laura Aikin; Kiel, 
Schloss; Aug 7 

SEATTLE 

OPERA 
Seattle Opera 

Teh 1-206-389 7676 
www.seattloopera.org 
Tristan und Isolde: by Wagner. 
New production by Francesca 
Zambeflo, conducted by Armin 
Jordan. The title rotes are sung 
by Jane Eagien and Ben 
Heppner (replaced by Gary Lakes 
on Aug 25 & 28): Aug 4, 7 

TANGLEWOOD 

CONCERTS ' 

Tanglewood Festival 

Tet 1-617r931 2000 
9 Boston Symphony Orchestra: 
and Tanglewood Music Center 
Orchestra conducted by Seiji 
Ozawa, John Williams and Keith 
Lockhart in a programme 
including Tchaikovsky’s 1812 
overture. Fireworks follow the 
concert; Shed; Aug 4 
• Kremerata Baltica: violinist 
Gtdon Kremer leads an ensemble 
of players from the Baltic states; 
Programme includes works by 
Part. Vivaldi and Rota; Ozawa 
Hall; Aug 5 

TOKYO 

CONCERT 

Suntory Hall 

Tel: 81-3-3584 9999 

Tokyo Symphony: conducted by 

Naoto Otomo/Norichika limori In 

works by Takemflsu, Nishimura 


and Berlioz, with Ihe winner of 
the Suntory Music Award; Aug S 

VERONA 

OPERA 

Arana dl Verona 

Tet 38-045-600 5757 
www.arena.it 

9 Tosca; by Puccini. New 
production by Giulianc Montaldo. 
The conductor is Zubin Mehta; 
Aug 7 

9 Un Baflo in Maschera: by 
Verdi. New production by 
Gkiliano Montaldo, with sets by 
Luciano RScceri. Conducted by 
Daniel Oren; Aug 6 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN Internationa! 

Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
13J30: Business Asia 
19.30: Work) Business Today 
22.00: World Business Today 
Update 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08:20; 09-^0; 
10:20: 1120; 11:32; 1220; 13:20; 
14:20. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 







nNA&tAL’raMES MONDAY AUGUST J 


COM! 


& ANALYSIS 


MIlIHllllllMSlNSUMaMMltlllfaui, 








ankenstein’s watchdog? 


LETTERS TO! THE EDITOR 


Is the UK's new financial regulator likely to be effective and long lasting, or a 
rule-bound monster along the lines of the SEC? George Graham Investigates 


B ankers and lawyers 
who have packed 
copies of the UK 
government’s draft 
financial Services and Mar- 
kets bill along with their 
lucketa and spades may find 
heir light summer reading 
a a real spine-chiller. 

**It is astonishingly wide. 
Everything is illegal, and 
mey wQl tell us later what 
fare will be permitted to do," 
/complains Simon Gleeson, a 
(partner at Richards Butler, 
I the law firm. 

r The holidaymakers have 
' to decide whether the bill 
provides a practical blue- 
print for effective financial 
regulation that will last into 
the next century, or a rule- 
bound monster, a new Secu- 
rities and Exchange Com* 
mission - the US regulator 
that many European finan- 
ciers view as the embodi- 
ment of bureaucratic med- 
dling and legalistic 
Inflexibility? A deadline of 
only three months has been 
given for comments. 

The financial industry has 
had a year to get used to the 
Idea of a single financial ser- 
vices regulator. Few dislike 
the principle. “I like the con- 
cept of having one major 
regulator. When, we had to 
deal with different regula- 
tors, they all had different 
agendas and different styles. 
Now we should know where 
they stand," says Peter Ell- 
wood. chief executive of 
Lloyds TSB, the banking and 
insurance group. 

Now, however, the debate 
an general principles Is over. 
Hie arrival last week of the 
draft bill, with Its accompa- 
nying consultation paper 
and explanatory notes, 
makes it possible to examine 
the vital details of the Finan- 
cial Services Authority. This 
is the organisation, bom out 
of the old Securities and 
Investments Board, that has 
already taken over banking 
mpervisian from the Bunk 
if En gland and will in due 

xrarse absorb the whole pan- 
ply of financial regulation, 
Michael Foot, head of 
1 nandal supervision at the 
1 SA, says the bill’s publica- 
t on gives everyone the 
c lance to decide whether 
t ue structure is right "Are 
an ovennighty subject. 



and are the controls on us 
adequate? Have we got the 
right balance on consume r 
protection? Will the financial 
appeals tribunal act quickly 
enough to stop everything 
getting mired in legal trea- 
cle? What does it mean to 
protect consumers? There is 
plenty of room for discus- 
sion." 

The government has 
drafted the legislation to 
give an extraordinarily 
broad range of powers and 
responsibilities to the FSA. 
Its aim Is to make the law 
flexible enough to adapt to 
changes In the structure of 
financial services without' 
having to return to the par- 
liamentary drawing board. 

The list of investment 
products potentially falling 
within the bill’s scope 
includes a number of finan- 
cial instruments at present 
excluded from statutory reg- 
ulation. The most prominent 
is mortgages: the govern- 
ment wants leeway to 
extend the law if it Is dissat- 
isfied after a review next 
year of the working of the 
Council of Mortgage Lend- 
ers' code of practice. But the 
list also includes bank 
deposits - which Howard 
Davies, FSA chairman, has 
admitted would be virtually 
Impossible to regulate ade- 
quately as an > investment 
product. • • * 

In other areas, too, the bill 
casts a wide net Clauses an 
financial promotion would 
make it a criminal offence to 
advise someone in a saloon 
bar con vernation to sell his 


British Telecommunications 
shares. Clause 77, on money 
laundering, states simply: 
"The authority may 
rules applying to authorised 
persons in relation to the 
prevention and detection of 
money-laundering." 

The government’s Inten- 
tion is to supplement the 
bare legislative text with 
statutory orders providing 
exclusions to, for example, 
deposits and, at least for 
now, mortgages. But these 
orders are not yet available. 

"We are asked to comment 
on the bill as it stands, but 
we don’t have the- exemp- 
tions, which will be in sec- 
ondary legislation." says 
Tim Herrington, a partner at 
Clifford Chance, the law 

firm, and rhfllrmnfl of the 

Law Society’s company law 
committee. 


I n 1986, when the pres- 
ent Financial Services 
Act was passed, the 
government also cast a 
broad net Many of the Haws 
discovered in its application 
stem from the dozens of 
notes and exclusions added 
to the bill late in its progress 
through parliament "There 
is a teal danger the mistakes 
of 1986 will be repeated." 
says MT- Herrington. 

Fears that an over-power- 
ful FSA might strangle the 
UK financial industry are 
compounded by weaknesses 
in Its governance structure. 
Whatever the personal 
strengths of the board's 
members, they are not 
responsible far their actions 
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tn the way a company Aired 
tor is to shareholders - or 
the directors of any regu- 
lated financial services com- 
pany will be to the FSA. /" 

The FSA and its board 
members remain ' broadly 
answerable to the Treasixy. 
Yet many In the financial 
sector believe the Treasury 
win distance itself from tna 
authority’s decisions, in the 
same way. as it now dis\ 
tances itself from the Bank! 
of England’s decisions on 1 
monetary policy. 

A read through the draft 
legislation need not, how- 
ever, Inspire only despair. At 
rtw beginning of thw frffl, the 
government lays out a set of 

statutory objectives by 
which tits FSA must be 
guided, and to which It can 
be held by the courts. 

The general objectives are: 
maintaining confidence in 
the financial system: promo- 
ting public understanding of 
the financial system; red no- i 
ing financial crime; and sec- 
uring the appr op ri a te degree ] 
of consumer protection. . 

For the first time, how- 
ever, the law will enshrine 
the -PSA's duty to use its 
resources in the most effi- 
cient and economic way; to 
make any regulatory burden 
or restriction proportionate 
to the benefits it brings; , to 
facilitate financial innova- 
tion; and to maintain the/ 
competitiveness of UK finanJ 
rial markets. 

The FSA must also bear k 
mind "the general principl 
that consumers should mi* ■ 
responsibility for their dec - 
•lane" - an element i f 
caveat emptor that the indu - 
try has been looking for. 

As Mr Foot paints ou : 
"We don’t have statute; y 
objectives at the momer l 
T hey are the most critic il 
high-level element in tie 
bm." 

With these objective s 
carved on its heart, the FS V 
has at least a chance i f 
developing not Into an SE( - 
style monster but Into " l 
regulator that is indepei - 
dent and flexible in it 
day-to-day operations ant 
accessible to those it regu 
lates and those whom i 
seeks to protect", as Gordon 
Brown, chancellor, puts it id 
a preface to the draft bill / 


UN member states’ lack of strategy over 
refugees has heaped pressure on UNHCR 


From Dr Om Qraf 

Lambsdarff. u , _ _ 

Sir, Your special report on teeall/tfaat -member atatps : break the flak' with local 
UNHCR "wasting million* cmnpcweths UnitedNationsr rMfftnU,, which doe* 
through poor management" -Our western national gm* - ott imply the agsnttf. bring 
(JUIy 29) comas as Sadoko ammafas have t» -strategy ^ i_*^«*®rplated ot becoming 
Ogata’s current mandate, tn coping with the growing a-*$6BflcaI praon sr or com- 
expires this aafagfej -flow of refu gees. taternafiy : piiht ally" of the taw** 

lighted in your leads*. “Reftti' dtfitiaced pssaons '-and ; iAbjp, striking, th y- pwpy 
gees and UN reform" (July, migrants and have befh, pS ?_ bWancrf betitato inowring 
80). This may or may not bo 1 . ; correctly farted id ryeur activities ana 

a coin ci dence, but tor those report, .’TnoBadn^rerirto- '.tJJfcdttioaal 
llke myself who follow' 'tfve towards, aafhmaseeltEx fraction vflU continue to Jj* 

Iplnwriy ifop high wmun b ui to n-^ -anO r ttfuetort to (ntorvtoa to. sjaajCB* Ch al l en g e tO UNHCR 


TiN agspetat So w tty nowY ' tfta Is Aftft» i ftff an.Tn order 
Agate afahsgato, one mpst V to -. do SO, WsHCR cannot 


recall /that member states 
compare the. Utfted-Nstfibnsf 
-Our western national gov- 
arnmaftta ham no strategy 


Ogata’s current mandate, tn cqpfag with the growing 
expires this autumn, axbigh-’ - .flow of refu gees, totorrmBy : 


lifted in your leads*. "Reftt-i .dtiffdacad- pgaewns " -W 
gees and UN retain" (July, migrants and have bofs, t 


’’s exemplary leadership,: prevent tragedies such as 
uir report has came as a? -.ethnic cleansing in the for--.’ 


the face of governmante 
it have sl»d their reapofr 


to all who continue tn' - nkr Yugoslavia or the geno*- statttias, But the distinction 


respect tor and conS- -ddetn R rands’*. 


M'iacrtBWingiy blurred. Hte 
bottom line remains: protec- 
ts without relief is nowa- 
days hollow protection. No 
wonder Mrs Ogata has been 


ece in the agency's deal* ' By dumping their respon- bottom line remains; protec- 
wlth the {tight of a dxa- atoffitfas on the UN, : they- t^a without relief is nowa- 
ticaHy increased caseload have pushed the refugee, days hollow, protection. No 
-efugees. -agency on to the Jhatufae wonder Mrs Ogata has been 

ikewise, it is maybe no' wUh the additional obliga-z left alooe todevise a human- 
uridence that UNHC£ t ion in contrast to private; itariafr agenda tor the future 
I. - in recent years, . JlGGs that ft cannot simiiy : integer to address the broad 
tn left relatively* quft^tbe Arid In the fareaf- 1 -and complex problem of 
larzned when compared hes! pressures. Quoting to® .forited distfiacement. In so 
h criticisms on. manage* '.Ogata, “it comes down \o doing, she requires our full 


Until UN member state* 
aw* up with ft dear global 
and cosnpreheutvo strategy 
in coping with the rotes a t 
refugee displacement, ft is 
unfair m tana cm on* aspect 
of UNHCR's modus opmmtU 
with an across-the-board 
attack 'em alleged mieatan- 
a gte a en t proedcre. r remain 
confident that the pending 
report on UNHCR apwjtin g 
requested by the UN tec- 
rotary -general will confirm 
the unqoaUfted bill of dean 
health already giro hr its 
board of auditors. Mean- 
while, ssdako Ogata’s man* 
date should be renewed tn 
the autumn. 


criticisms on. xoBnftge- 


ent practices of : other saving fives". A recent exam-. , apd sustained support 


Otto Grrif tambsdoffff, 
member, German Bundes- 
tag, 

farmer federal minuter of 
econtmila, 

Busdsshaus, 

Gttrresstresse 84, 

53HS Bout. Gerenmy 


government must address concerns over pound 


Fh m Brian Moffett. 

Sir, British Steel is a world 
leader in productivity perfor- 
mance, regardless of the 
strength of sterling. Accord-' 
ingiy It is infuriating to hear 
politicians and to reed laadg 1 
writes disparage UK maxm- 
facturers as a whole, such as. 
the patronisingly dbMwto ri v p 
comments in yonr leader 
"Blaming it all on the 
pound" (July 24) labelling 
manufacturers as "the old 
lags of British industry* . etc. 
My colleagues in other UK 
world-class manufacturing 
companies will doubtless 
tael the same. 

Much has been spoken and 
Written, recently about the 
internationally uncompeti- 
tive productivity perfor- 
mance of UK industry, virtu- 
ally all that 1 have seen Is 
generalised interpretation of 
macro economic data - often 
apparently to counter rising 
criticisms of the grossly 


overvalued pound (versus ; 
the v main EU currencies} ■ 
vofced .by UK man ttfa cto r drs ; 
who' have been leading 
successful export drive 6a . 
which Britain’s bida ncejrf. 
..payments and hundreds pf; 
thousands of UK Jobs, 1 In ■ 
manufacturing and- related . 
'sendees, so crucially, depedd.. 
In any event, generklisM • 
macro economic date is itself 
capabiBof ndaip tii pretkm m ‘ ~ 
as is .borne out by the Ldn- . 
don. Business SchooTa Edo- ; 
noaSc .Outlook,- lust pirn- 1 - 
fished, which shows official • 
.figures far productivity, ; 
un ds i ’e s ttmats "the true per- 

ftttntanfn of ttmtmfiftnp jV*. 

idg sector" {"Productivity 
comparisons ‘misleading! " 
Jt«ly29). . 

- K those who feel entitled : 
to oo m me ni an the prodlic- ■ 
tivtty. performance of UK- 
manufacturing industry . 
would take the trouble to : 
brief themselves an the facts 


they would find that there 
- are UK companies, and s6c- 
: tars, whose productivity par* 
iifartoance remains up to the 
’ best ip the world. 

British Steel -accelerated 
• the relentiess and ongoing 
.programme of continuous 
improved »nts in productiv- 
ity and other phystoal perfor- 
manco criteria more than 12 
■months ago. With the full 
co-operation of our work- 
. farce and unions, major 
. dhang aa fa organisation and 
: -working ‘practices are being 
! Introduced to restore our 
-. competitiveness to combat 
sterling's current excessive 
strength.- Our concern 
.remains, however, with the 
ability of wide sections of 
our URL customer base to 
withstand the destructive* 
neSs Of the overvalued 
pound. The evidence grows 
sanest dally. 

* Politicians and officials 
■ay they understand our 


concerns but no action has 
fallowed. For example. If 
government is concerned 
about nunufacturtag indus- 
try why has It not tried to 
stimulate and encourage 
investment to improve the 
contribution that the indus- 
try makes to gross domestic 
product and export yarning*, 
currently 25 per cent and 65 
per cent respectively? 

Companies such as British 
Steel which are already 
internationally competitive 
fa productivity terms are 
surely justified fa expecting 
their concerns to be more 
effectively addressed by the 
government, and for ml 
productivity figures to be 
properly analysed. 


Brian Moffat. 

t-h airman and Chief 

executive, 

British Steel, 

15 Marylebone Sued, 
London NW1 &JD» UK 
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Number One Southwark Bridge, London SE1 9HL 
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Collisidh coijirse in Europe 


Making more of your capital doesn't necessarily 


mean taking more of a risk. As an issuer hacked by 


the Federal Republic of Germany, KfW offers private 
and institutional investors AAA/Aaa security in a 




number of interesting capital market products. 


With attractive yields and high liquidity. Let us 
show you our safe and sound paths to a rewarding 
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I t seems that the Euro- 
sceptics missed a trick. 
They focused too much 
on pseudo-issues such 
as cross-border labour mobil- 
ity, speculative attacks on 
national currencies from 
next year or the prospect of. 
a weak euro. This added up, 
to a good deal of rscara*' 
mongering, but Ultimately 1 
has had little effect " .. . 

Instead, they ^bou M have^ 
focused an the two economic: 
issues to which -Emu sup-/ 
porters generally have net- 
answer. First; what will haft- 4 
pen if governments fail to.-: 
reduce budget deficits and if - 
fiscal and monetary policy; 
collide? The first signs ftk 
austerity fatigue hive . 
already emerged fa Fr&nce- . 
and Italy. . 

Second, how would Europe! 
-fare In a deflationary, qnvi' - 
ronment with nomfaajl wage ' 
rigidities? This means thatL- 
money wages - ariual wages - 
paid without adjastfag-fin!' 
inflation - would only aver;; 
go up, never down. 

Bronwyn Curtis, . chief 
economist at the Notkura,' 
Research Institute, recently 
produced an Intriguing spe-. 
nario under which ^rrtety 
much everything that caii gu' 
wrong does go wrong 1 *. -Mer 
Zina of argument rests-, as 
assumptions that may or 
may not apply. 

First, Ms Curtis assumffi 
.that the Asian economic cri* -. 
sis has still some way to ruh^ 
with its currencies continu- -. 
Ing to depreciate. Even 
though Europe has relatively ? 
limited direct tirade e xposure. 
to Asia, the effects would be- - 
sufficUait to bring sustehiad ■_ 
downward pressure on’ tfer ' 
prevailing price level- .fa.-; 
Europe. This means Europe - 
would import deflation. 

When such a deflationary, 
force, hits a monetary union / 
With, significant difference -i; 
is wage costs, the downward . " 
spiral b^bas. Wage differed- * 
tials are usually djafeuded on 
grounds of different produo* 
tlvity levels. But Ms Curtis 
dismisses argument In 
the context of the euro-zone 
because in as integrated 
market “the fruits of techno- 
logical advancement and 
higher investment - . the 
keys to higher productivity 1 
- are being shared- ever - 
more widely*. There is ho : 
reason for sustained produc- 
tivity differentials -- fa. a 
stogie-currency area. . 

That means that the cur- 


; . Two eoohonlc' issues generally leave 
. Emu supportprs lost for words 
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\renr.wage • “With fiscal- policy largely 

ppt - persist farever. Thi ^lockBd down* by high pubHc 
.’graphic shows the rgap'. -cfebt; and ti* restrictions of 
between national wage costa the . Emu stability pact, gov- 
for> -the chemical industry, • e^htoents fa the core coon- 
7m of the key European' seti; L would have few took to 

tote: .Chemical industry- ’ deal with the probleni". 
•wdge costs are about three The -basic line of this argu- 
«mes ^high® fa Germany'-: meat Is sdxsred a large 
titeri.fa Portugal; measured, number of ’ economists, 
fa- the same ourrenoy - - a fadtxfaog fop officials at the 
synthetic euro fa this case. .‘Eurtqiten. Central Bank, -In 
Th^y Ore almost twice- as theory thete^ro two possible 
high as. fa UE: ; ■' BoIutious;higb6r inflation or 

-The normal way.for wage-f greater labour market fled- 
costs to. converge, $s ; ibri-J bifity • wMafr msasx that ' 

-angas -fa faw-eoet cobhtrtes t Wages . would go up . and 
.to [ rise. faster- than in h^fb- j. down. ■' 4 . 
cost- countries. But whatl- ^ ' 

waoM happen to a deflation- f f^W^ here are -no prizes 
ary environment? for- guessing on 

wagea go by a aom- : ... ,1; vfoiefa line of this 
*1 . ■■ ■ - argumeut the cen* 


faud.ra^e ctf 5 per cantfa Fqr- *- . JLi ■ 1 argument- the ceiK 
fafed, but only S per canl'Jii : *:;tfe« - .bankers come down. 


G«w«iy. This leaves a gap Y, Early Indications are that 
w Shout 3 percentage points. ; tha ECB will pass the buck 
Now let us assume that the ler nationai governments. 
«uro*zone ts subject to a’. 1 With left-of-centre govarn- 
symmqtric deflationary manta- fa charge" almost 
:shodfc •; ."i.-.: :*eVery«rfaace fa the BurOpeah 

The process ;qf wag^ban- J/Ufatet it- will 1 be intriguing 
maBteation would ■ atilT con- . -to -see what' happwis when 
tame, except that the txixay -the irreatetible force fate the 
bare ' change. Wages . - in • •ixstnovable object 
Portugal may only go Up by, ; - To assess the frame of 
say, l per cent. This means 1 mind, of central bankers, om 
th&t to maintain the 3-poiht ■ might want to. look at an 
gap Between Portugal and ? internal study , by the Bund- 
Germany, n ominal wage^ in . esbenk. which concluded 
(jtarmator would have to. fan that. Its own policies were 
by 2 per cant. Given the : not as tough as they should 
rigidities to the GerznAn have been, 
labour market* tfas ls im^os- . Germany’s annual fafla- 
sibla. ^fcqte^fatracts oo riot rtfem bad averaged about £ 
aBoWta: fafltag wagesi ptfr cent Two senior Btmdes- 
meamr fiutt^Gwman fma|d- - bank 'soonomiats** argued 
ploymtot will go up instead. ■ . that a permanent reduction 
Ms Curtis concludes; fa the -inflation rate by a per 


centage points would 
increase national wealth by 
an annual rate of M per 
cent of gross domestic prod- 
uct 

"Even moderate Inflation 
is a very costly economic 
option,” they concluded, a 
view that is at odds with pre- 
vailing opinion among lead- 
ing macro-ecommiata. 

Will the ECB think along 
the same lines? The answer 
is probably yea. Joachim 
Fels,' ECB-watcher at Mor- 
gan Stanley Dean Witter fa 
London, said ft would be a 
mistake for the ECB to tar- 
get an Inflation rate of 2 per 
cent,' as some have 
suggested, "Lew would be 
better, and might even sup- 
port the trend towards more 
wage competition arid flexi- 
brnty;"*** 

This leads to the question 
of credibility. If the trade 
unions, for example, acted 
entirely rationally and if the 
ECB was entirely credible in 
-pursuit of price stability, the 
unions would presumably 
accept downward wage flexi- 
bility, since this would be fa 
the interest of members. 

The problem is the ECB 
-may take a long time to 
achieve credibility - enough 
time to wreck the economy. 
And the notion of rational 
expectations fa labdUr mar- 
kets is particularly naive, 
given the extreme Institu- 
tional rigidities in labour 
market structures. 

This leaves the conclusion 
that- the euro-tone will 
indeed face a big dilemma fa 
ease of a deflationary shock 
: fro » Asia* Emu would' then 
not only be associated with 
higher employment, but 
woul d be the cause erf it 

Fans of the euro must be 
glad the Euroseeptics have 
tended to bang on about 
other matters instead. And 
absolutely everybody must 
hope that the Asian crisis 
does not pan out this way. 
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"Bromopn Curtis, r Aston cri- 
sis creates risks for Smu\ 
monograph, Juty 199& 
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GM’s next 



When the General Motors board 
meets today, it is likely to have 
mare an its agenda than the bill 
for the recently settled strikes. 
The expectation in Detroit is for 
a modest restructuring of the 
company's North American mar- 
keting. and the initial public 
offering of a stake in its Delphi 
components subsidiary. 

That is not enough. In the 
short term, QM must a gain TT1;ilf0 
itself competitive with its US 
rivals. In the longer-term, it must 
rethink the purpose of a car com- 
pany in the 21st century. 

To say this is not to denigrate 
the achievements of Jack Smith. 
GM’s chairman, since he started 
running the comp a ny in i«»» He 
has abandoned his predecessors’ 
unattainable amhHin^ of recover- 
ing the near half-share of the US 
car market that GM achieved in 
its pre-Japanese heyday. He has 
cut costs, spun off thp Hughes 
defence division and built up a 
healthy pile of cash. 

But much more is needed. Del- 
phi should be spun off completely 
- without the lavish promises erf 
job security that have under- 
mined GM’s attempts to gain 
from previous separations. More 
plants should be closed, and 
labour costs attacked more vigor- 
ously. The company has shown, 
in its South American and Euro- 
pean operations, that it is capa- 
ble of taking the difficult steps 
needed to achieve world-class 
performance. It is time to follow 
suit in North America. 


Manufacturing costs are only 
part of the story. The company 
should consider cdosing two of its 
North American brands. Buick 
and Oldsmobile, which have last 
their appeal and merely dilute 
marketing efforts. Hughes Elec- 
tronics, which remains a subsid- 
iary, should also be gam off in 
faff. Mr Smith’s argument that 
owning it will help GM turn the 
car into a “ cgT H umwicff ti p™* plat- 
form* is implausible at best. The 
subsidiary that makes giant 
e ngines for America’s railways 
should also go. 

These are all short-term steps. 
In the Longer run, the world's big- 
gest carmaker needs to take a 
dear view of what a Zist century 
vehicle manufacturer do. 

The core attributes of such a 
c ompany are design, brand man- 
agement and provision of finance 
for dealers and customers. - 

Most of the Fest of what con- 
ventional car companies do — 

fr om com ponen t tnamifnrhir ff (O 
final assembl y — is optional. 
can justify performing these 
tasks only if it «*r> do thom deci- 
sively better than its rivals. Mr 
Smith should set his caffeagues 
the challenge of demonstrating 
that they can achieve ™nh an 
advantage, ffnot, he should hand 
these activities over to outside 
suppliers. By meeting such a test 
GM can not only serve its share- 
holders but also provide a k«nn 
for America's great historic com- 
panies on how to cope with the 
demands of the nest century. 


Help for Habibie 


Indonesia's latest rescue parkwg p 
is a huge gamble even if donors 
come up with all of the $7.9bn 
promised at last week’s confer- 
ence in Paris. Tbe money will 
largely go to financing a safety- 
net that, can help ensure social 
stability in the present crisis. 
That is essential for the r e tu rn of 
economic confidence, but it is not 
winngh on its own to ensure a 
revival of investment. 

Much now depends on the 
behaviour of the Indonesian gov- 
ernment. The latest doner pack- 
age is VBStly di f ferent 'from thos e 
agreed in previous years which ? 
represented pledges for specific 
projects, many of which never 
materialised. According to the 
World Bank, the $7.9bn covers 
firm expectations of actual - aid 
inflows, either in kind -Jflse food _ 
- or in cash, which will -.mostly 
go for social programmes.' 

This makes it one of tbe largest 
concerted international develop- 
ment aid efforts ever. There is a 
real challenge to . ensure both 
that the money is folly spent in a 
c ount ry that is hot used to han- 
dling such a large aid volume, 
and that it is spent effectively. If 
Tnrfnnreda and its donors can pull 
off that trick, social tensions 
might ease, the rupiah might sta- 
bilise and some private sector 
investment might indeed return. 

Sadly that remains a big it 
Indonesia has not yet shown 
itself capable of controlling atouse 


whereby subsidised commodities 
are shipped out of the country 
and sold at world market prices 
by unscrupulous businessmen. 
One recent result has been a 
sharp increase in- the retail price 
of cooking oil, adding to the bur- 
dens of the very poor. 

Unless Indonesia can deal with 
such malpractice the aid effort 
win be wasted, creating large 
problems next year when the 
country will need another large 
infusion of money. More effort is 
heeded to aim subsidies at those 
who need them most 

Tndnmsla most lock to thB 

day when subsidies can be 
wound down axtd.it ceases to be 
reliant on >xterna2 support to 
meet its budget deficit That 
means they adjustment effort 
must co n t inue unabate d. 

Tbe fflwg is that an air of com- 
placency itf creeping in behind 
the trirnnphalisfm surrounding 
agreements such as that on . aid 
and June’s - still not fully imple- 
mented agreement on private 
yyfarr debt AS P resident . TTaMhia ’ 

becomes more comfortable in 
office, he is showing signs, of nos- 
talgia for some of his earlier 
unorthodox policies. With elec- 
tions stiff loomir^ there Is also 
inevitable caution about imple- 
menting unpopular policies. 

' . But Indonesia Is not out of the 
woods yet. if it squanders tins aid 
package, it will not have a second 
d ijnyy . .* 




Probing South Africa’s grim past 
was always going to be tranmatic 
and painful, and so it has proved. 
When President Nelson M an d el a 
appointed the Truffi and Ream- ^ 
dliat ion Commission for the 
task, be also faced the r&k that 
its exposures would rub salt into 
wounds -it was intended to help 
heal . ■■■■ 

A recent survey suggests that 
fhte may indeed have happened: 
the worse the revelations, the^ 
wider tbe rift between aggrieved" 
blacks and- defensive -whites 
to have become. But with 
wounds so fresh,' these reactions 
are not suiprisingl and as Arch- 
bishop Desmond Tutu, the com- 
mission’s chairman, has said, rec- 
onciliation is not an event but a 
lymHrintng process. 

On taking office, President 
Mandela had to come to ten ns . 
with apartheid’s legacy. He coma 
do nothing, which surely was 
unacceptable, nurturing the “ctt- 
mare of impunity” so frequently 
deplored in Africa by human 
rights activists. 

He could hold a Nureroberg- 
style trial, which risked trigger- 
ing the charge of victor’s justice 
from the white community and- 
alianating a key stakeholder m 
South Africa’s future. ' ’ 

Or, as he has done, be coma 
choose a path intended to be 
cathartic for victims and P^P®; 
tratars alike. He setup a comnds-_ 
sion that would expose the facts 
without demanding retribution, 
granting amnesty for human 
rights violations shown to have 


been politically motivated, .in 
return for faff disclosure. 

Tbe commission has been crit- 
icised, and with good re a s on . 
Many of its members are too 
elnse to the ruling 'African 
National Congress. Some of its 
decisions have been co n ten tio us, 
including the recent a mn e s ty far 
tbe kfffers of Amy Bte ht. th e is 

exchange student who worked hi 
a. Cape .Town township, ft has 
forffed to d£ermine the cnlpabil- 
■ jty of former minis ters and senior 
security officials, and joot pur- 


. ■ : 

of-ffce post-apartheid government 
a^ vlgbrousjy as it should. : 

fiirallthese shortcomings, 
tbf ' ctamidwfa n. due to present 
its report later this year, can 
point to ' some remarkable 
achievements- In the course of its 
work, the Commission has heard 
or read reports from -ZlffOO vic- 
tims of abuse during white 
minority rule, revealing the fall 
horrors of apartheid ranging 
from Systematic torture to chemi- 
cal warfare. 

Tbe hearings have provided an 
opportunity for. the victims, 
mostly black, to pour out their 
grief, to meet their persecutors 
awH to discover what happened to 
members of their family , who 
went missing. 

-. For aH its difficulties, the coun- 
try-. continues to provide a heart- 
-ening demonstration of how a 
society can come to terms with 
its past South Africa -would be 
wrong to surrender its vision of a 
rainbow nation. 


Government takes a siesta 

Spanish prime minister Jose Maria Aznar seems to have put the brake on economic reform 
as he concentrates on securing a second term in power, writes David White 


V 


ou have bad your coun- 
try Into its best eco* 

A nomic phase for, let’s 
say, two centuries. 
-Yon still have a year and half 
before your term ends. What do 
yen do next? 

- The answer, as far as Jos4 
Marfa Aznaris centre-riflfc Span- 

Us ter 

not nmch. 

. A last big piece of reform legis- 
lation,' a revamping of income 
tax. is making its slow way 
through parliament, ready to 
take effect next year. Although 
its Socialist opponents argue that 
the cuts wiff give the better-off 
more money than ordinary wage 
earners, toe Popular party gov- 
ernment is packaging it as bene- 
fiting the low paid by offering 
proportionally at the 

bottom end of the scale. 

Some of its business supporters 
believe this is an odd way for a 
c o nservative government to talk 

anil gmarfn: of tfe hUStfrlgB. 

Spain now has a sense of living 
under a government that has 
rtMHgwd p re tty much ev ery t hin g 
it intends to for the time being. 
The four-year term is not much 
over half through, but lading 
figures in the private sector say 
they expect little more hi this 
legislature. They 6trongly 
approve of Mr Aznar’s reform 
programme — liberalisa- 

tion, Pta4400bn (J26m) of privati- 
sations. pads on state pensions 
ayH labour rules - but *vwnpfere 
h does not go far enough in eas- 
ing too conditions under which 
business ope r ates. 

With Spain '8 place in the euro 
gram secure, economic growth 
running at dose to 4 per cost, 

unemployment faiHng- amd infla- 
tion cf about 2 per cent the gov- 
ernment resembles a card-player 
who has opted to stand pat Mr 
Aznar’s party spent a long time 
preparing to get into government 
and is now set to spend a long 
time preparing far a second term. 

Rehearsals begin with regional 
elections in the Basque Country 
in October. Then there is Catalo- 
nia, probably in the spring. Elec- 
tions for most of Spain’s regional 
gove rnments , all its local coun- 
cils and the European periiament 
coincide next June. 

Economic well-being has, so 
far, done little to extend Mr 
Aznar’s party's vote, which two 
years ago left him well abort of 
the majority he hoped for and 
forced him to look to regional fat 
parties far parliamentary sup- 
port He has not yet managed to 
shake off the Socialists in the 
opinion polls. 

“We are now living in an elec- 
toral period," admits Cristobal 


I f one thing Inks the recent 
history of the "Club Med* 
countries of Spain, Portugal, 
Italy and Greece, it is their 
stogte-mtnded pursuit of entry 
rvto European economic and 
monetary union. 

The requirements for entry -r 
fiscal discipine, stable currencies 
and jow Inflation - have not been 
historically strong features of the 
four. EVen at the start of last 
year, many dotijted that Spain 
and Italy wordd qualify for Emu 
under the Maastricht treaty's 
req u i ament s. 

Yet both countries, along with 
Portugal, vaulted the Maas t richt 
hurdles at the first attempt In 
May this year, through a process 
the governor of Italy’s central 
baijk described as “purgatory”. 
Greece - a late starter - is 
sprinting to catch up. And It Is 
fiirefy get there as soon as 2001. 



Mantoro. state secretary for the 
economy, a former academic who 
is credited with coaching Mr 
Aznar In ec onomics. Always an 
advocate of tongh reforms. Mr 
Montaro now talks of the need to 
go gradually. 

Spain has to digest the results 
of what has already been done, 
he argues. Pushing too fast could 
put Its growth performance at 
risk. “You can lose the confi- 
dence of people, not only political 
confidence but economic confi- 
dence,” he says. 

The government is counting on 

Spain being able to maintain a 
steady annual growth rate of 
more than 3 per cent for several 
more years, holding a more bal- 
anced course than in the late 
1980s. “We’re not going to relax,” 
Mr Mantoro insists. 

Spanish business will be 
relieved to hear it, for there is 
much still to do. In order to sus- 
tain the economic performance, 
the government will have to take 
further steps to reduce the public 


p rivatisa tion, bringing more com- 
petition into telecommunications 
and other sectors, promoting pri- 
vate pensions. It chose to cut 
taxes - at an estimated cost of 
Pta400bn in annual revenues - 
rather than social security 
charges, but is considering selec- 
tive reductions in employers’ 
contributions to encourage 
part-time workirg. 

All this leaves many employers 
hungry for more. They say bolder 
reforms are essential for them to 
compete and that, if they are not 
introduced now, they will be 
forced on Spain once the single 
currency is up and running. 

They want a lower burden of 
social charges, less bureaucracy 
and an end to monopolies and 
oligopolies in the service sector. 
Above all, they want sweeping 
changes to labour regulations, 
allowing for greater mobility and 
making it cheaper and easier for 
them to shed jobs. 

• “We want the labour market 


Rigid rules have created u dual 
labour system - a third of the 
workforce in precarious tempo- 
rary jobs, the remainder in 
higlily protected permanent ones. 
Unions and employers agreed last 
year on a new category* of work 
contract, reducing a company’s 
liability for redundancy compen- 
sation. But this does not change 
conditions for existing jobs, and 
dismissals are considered costly 
even under the new terms. 


T 


he government's answer 
is that the labour mar- 
ket is working and that 
Spain is managing to 
create jobs at a rate of 400.000 a 
year. Mr Montoro confesses to 
being ”a little hit surprised” him- 
self to see it At this pace, he 
says. Spain could knock 1.5 per- 
centage points a year off its offi- 
cial unemployment figure, which 
still stands well above other 
countries in the European Union 
at more than 19 per cent 
More than 600,000 employees 


. updated to tbe reality of the mod ^ 

sector deficit- >eiu wnflUT ‘Uays'tilfe tEalfnEtff ol "fttve 

And.it still has a lot of work on. a European multinational's Span- new-style work ooutract since it 
its hands elsewhere: completing . ish subsidiary. - was introduced, Mr Montoro 

Euro fever at Club Med 

Richard Adams on the growing strength of the 'olive oil’ economies 


The Mediterranean “olive oil* 
e con om i e s were seen as volatile 
by financiers just a few years 
ago. A political sneeze in ttafy 
sent shivers through foe Spenish 
and Portuguese financial 
markets. That has changed. “In 
the minds of International 
investors it is not a coherent 
group any more, which It was 
two years ago,” says Kattvin 
Muehlbrormer, a senior European 
economist at Deutsche Bank. 

• Now, post- Emu government 
bond interest yields on Italian 
and Spanish debt have fasten to 
German levels, and the capital 
markets are betting on Greece 
following. Strategists at HSBC's 


investment arm think the 
difference In 10-year bond yields 
between Greece and Germany 
wiO fad to just 2 per cent by 
1999. Greece, like Italy and 
Spain, wffl benefit from the 
“virtuous efrete" of faffing yields, 
lower debt repayments and 
narrowing public-sector deficits. 

“Compared with two years 
ago, the outlook has completely 
changed. Greece has made very 
good progress," says Antje 
Stobbe, Deutsche's Greece 
analyst in Frankfurt “Now 
Greece is determining its own 
fate, and is not so influenced by 
political things going on in ttafy." 

.The man political parties in all 


four countries share positive 
views on Europe and the single 
currency. Italy’s government 
remains the weakest, relying on 
its Reconstructed Communist 
partners for a majority. Portugal's 
Socialist party is also a minority 
government, while Spain’s 
Popular party requires support 
from regional parties. Pasok, the 
governing socialist party in 
Greece, is battling traditional 
leftwing groups over resistance 
to privatisation and labour 
reform. 

All four countries expect to 
experience healthy growth rates 
this year and next, with Spain 
and Portugal expecting output 


says. If the prospect of a further 
revision were raised, it would 
risk cutting off ihe momentum. 

Luis Angel Rojo, the central 
bank governor, takes a different 
view. He says the success of 
reforms so far should serve as a 
stimulus to bring more flexibil- 
ity. it is the structural rigidities 
rather than any cyclical factors 
that art 1 responsible for Spain's 
high unemployment. 

His criticism was directed not 
only at hiring-and-flring rules but 
also at the process of collective 
bargaining by sectors, which 
means that wages fail to reflect 
differences in productivity, and 
the system of unemployment 
benefits, which does not provide 
enough incentive to seek work. 

Antonio Gutierrez, leader of 
Workers' Commissions, one of 
Spain's two main trade union fed- 
erations. has challenged the gov- 
ernment to say if it agreed with 
Mr Rojo. If so. he warns that It 
would “dynamite” government- 
union relations. And. with 
uriflSBf already flexing their ibiis- 
cles. the last thing Mr Aznar 
wants is a confrontation. 


to rise by about 3.5 par cent 

The race for Emu has loft its 
mark on employment prospects 
in Hhfy, Greece and Spain. 
Spain’s 20 per cent 
unemployment rate last year 
made the otherwise high rates of 
12 per cent in Italy and 10 per 
cent In Greece look better than 
they are. Portugal remains the 
exception, with just above 6 per 
cent of its workforce jobless. 

The difference is that Portugal 
has one of the most flexfole 
labour markets in Europe. Spain, 
in spite of recent liberalisations, 
keeps restrictive practices dating 
to the pre-1977 Franco era 
Some analysts, however, think 
Spain will introduce further 
reform before too long. 

Italy’s political weakness, in 
contrast, may hold It back from 
making employment and tax 
reforms. 
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Gamekeeper turns 
poacher 

Manotis XanthaJas, the energetic 
professor who helped put the 
Athens Stock Exchange on the 
map for foreign Investors, has . 
switched sides. He quit as ASE 
chairman three months ago. 
saying he was. “thoroughly fed 
up” with the slow pace of .. 
change in Qraec^s public sector 
- the bourse is still fitting for 
independence from the . 
economics ministry. 

Now the prof has become boss 
rof Marfin SDC, an investment 
company that has Otayan, the - . 
SaucS-controflecf trading and • 

Industrial group, among its 

backers. There are plans for a 
flotation later this year. 

Xanthakb says he wants 
another go at improving 
corporate governance in Greece. 


Martin executives have a 
reputation for questioning 
management practices at 
companies they invest in, even if 
It means standing up and 
shoufrig at shareholders’ 
meetings. 

But if the going gets too tough 
on the investors' Side of the 
fence, Xanthakis can always go 
back to teaching finance at . 
Athens university. Even if that Is 
In the public sactor. 

Minute stake 

So is Unde Sam heading for a 
new bout of open government?.. 


Over at the Federal Open Market 
Committee, it seems they're . 
wondering whether it’s really 
necessary to wait six weeks 
before showing the world how it 
reaches its interest rate 
decisions. 

The current lag on FOMC 
minutes is about six weeks: they 
went published unto after the. 
following meeting. The reason 
behind this is to stop the 
mark e t s getting aB excited about 
whether tills or that FOMC 
member was heading for a 
change of mind. . 

According to the latest issue of 
the magazine Central Banking, 
some of the top brass at the Fed 
think that there’s so much 
speculation going on anyway the 
minutes might as well be 
published when they’re ready: let 
the markets make of than what 
they wflL 

Space mission 

Will weight or wit wfci Germany’s 
election on September 27? The 
opposition Social Democrats are 
swinging towards the latter, even 
if it is rather ponderous. 

A new dnema spot is based 
on the cult US sci-fi sales Star 
Trek. A team of rescue workers 
is being beamed from a 
spaceship, but the power runs 
out and one is left behind. He 
removes his Space helmet to 
reveal the familiar features of 
Chancellor Helmut Kohl. The 
future: not everybody can make 
it,” runs the commentary. 


. By contrast, Kohl’s Christian 
Democratic party’s latest posters 
are worthy, but exceptionally duB. 
. “Wbrki class for Germany”, reads 
‘the slogan above a btownAip 
picture of the chancellor. He’s 
shown against the backdrop of a 
sports stadium, which might just 
revive memories of Germany’s 
less than spectacular Work] Cup 
footbafl performance. 

‘ But €07080/3 voters are 
notoriously cautious: maybe 
they’d prefer a poetical leader 
who isn’t going to be beamed 
into space. 

Udder side 

Illinois state representative Maty 
O’Brien is crediting her victory in 
the Kankakee County goat 
making contest to the muscle 
tone gained from aB the 
hand-sinking she has to do. It’s 
good to see a politician 
developing a useful skid. 

Chile hots up 

Look out for fireworks in Chile 
now that Ricardo Lagos has 
jumped ship from President 
Eduardo Frel’s government 

A former diplomat - he was 
once ambassador to Moscow - 
Lagos leads the centre-left 
Soaafist-PPD affiance and tops 
the polls when ChSeans are 
asked whom they want to elect 
as president next December. 

For the past eight years, his 
grouping has supported Fret's 
Christian Democrats hi the 


concertacion - coalition - 
government Lagos's job as 
minister for public works has 
been the perfect excuse for 
dufanrang around the country, 
■cutting ribbons at the opening of 
roads, bridges and schools and 
getting his picture in the papers. 

But membership of the 
government imposes restraints 
on a politician's ability to express 
opinions, especially when they’re 
not quite the same as those of 
his coalition partners. 

There has also been some 
discontent in the Christian 
Democrats over their future 
rival's high profile, so Lagos had 
to go - taking with him economy 
minister Alvaro Garcia, who may 
emerge as Lagos’s campaign 
supremo. 

Lagos's tours of the country 
won't be by ministerial car any 
more - though they should be a 
bit more interesting. 


Rush job 


Keizo Obuchi is a man in a hurry. 
At his first prime ministerial press 
conference Japan's new leader 
used the word speedy more than 
a dozen times, spluttering at one 
stage: ”1 want to gain insight as 
quickly as possible into the 
importance of acting quickly, so 
that it is not said to be too late, 
and take action speedily." Some 
of his colleagues seem quite 
happy with the current stately 
pace of Japanese politics: maybe 
they’re not so sure they’re 
heading in the right direction. 


50 years ago 

French Monetary Problems 
Paris, August 2. Well-Informed 
quarters here now appear 
certain that the plan of the 
Finance Minister, M. Raynaud, 
for financial and economic 
rehabilitation win comprise 
important monetary measures 
which win include a partial 
devaluation of the franc. These 
measures would be designed 
to consolidate the franc and to 
solve the grave difficulties in 
meeting Treasury needs at 
home and for the purchase of 
essential goods from abroad. 
The latter problem In particular 
Is a cause of grave concern. 

Ford To Increase Prices 
Detroit August 2. The Ford 
Motor Company announced 
last night for the second time 
in less than two months, that 
the price of Ford cars will be 
increased. The announcement 
said: “We are still analysing 
our costs in relation to the 
recent increase in the price of 
steel and the substantial wage 
increase granted to 
employees." Ford will be the 
first car manufacturer to raise 
its price twice this year. All 
others have raised theirs once. 
• Sales of British cars to 
Canada are expected to rise 
following tax cuts which are 
about to come into force. The 
cuts mean the abolition of. 
special 25 per cent Excise 
taxes, imposed in a'currency 
conservation programme.' 
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Interactive Thomson 


Is Thomson Multimedia in danger of 
becoming a normal company? Microsoft, 
NEC, Alcatel and DireefTV seem to thfalc 
so. Their plans to take a 30 per cent stake 
in the French w«i)«iimnr g rou p 

is surely a prelude to ton privatisation. 
The chances of this hap pening soon are 
increasing. 

Thomson Is no longer a basket-case. E 
is profitable at the operating level and 
sho uld be so at the pre-tax level In 1999. 
The balance sheet has been, repaired via a 
FFrllbn ($L8ibn) capital injection cour- 
tesy of the French taxpayer. And Thom- 
son is cash-positive, thanks to reductions 
in working capital - in the US, invento- 
ries have been axed by 30 per cent 

But growth is set to remain sluggish. 
Hence the company's joint venture with 
Microsoft to move into interactive televi- 
sion services. Microsoft has long tried to 
get its interactive software system embed. 
ded In the TV world but has been 
thwarted by US broadcasters. Its hope is 
that, by incorporating its software into 
Thomson's mass-market TVs, broadcast- 
ers will be keen to come up with the sort 
of interactive programm in g Ideas - such 
as quia shows - that will draw In the 
eyeballs and the advertisers. 

Quite what clout Thomson win have, 
either in forms of mnnagwmwnt control or 
revenue share, is unclear. The suspicion 
is that it will end up being a cheap Troian 
horse for the software giant But, on bal- 
ance, it cannot be a bad thing to have 
Microsoft as an ally. 


Sham pries ratafee to taMadco SC index 



US economy 


The US eco n o m y has turned in another 
breathtaking performance. Despite a dras- 
tic deterioration in the trade 
a sharp slowdown in inventory building, 
second quarter gross domestic product 
rose 1.4 per cent Many experts had expec- 
ted it to &1L Add back roughly a point for 
the effect of the General Motors strike and 
the economy is still chug gin g *i tmg at 
about its long-run potentiaL Best of all, 
inflation is nowhere in sight, with the 
broad GDP price index now below 1 per 
cent on an annual basis. 

Perversely, this only makes life harder 
for the policymakers at the Federal 
Reserve. As in the UK, there is a growing 
split between hard-hit exporters and 
booming domestic services. Underlying 


domestic demand is still growing at more 
than 6 per cent and employment costs are 
creeping up. If is not already pushing 
up inflation, the odds are that It will do 
soon. But how can Alan Greenspan.- the 
Fed chairman, justify raising interest 
rates while the reported inflation num- 
bers remain subdued? 

For now, the braid market Is right to 
assume the Fed will remain on hold. But 
these robust figures only make it more 
likely that Mr Greenspan will pounce an 
the first signs of Inflation to raise rates. 

Sovereign equifies/Russia 

Desperate situations call for innovative 
measures. And so it is for Russia. Given 
{ fro government's liquidity crisis, finan- 
ciers are ermmg up with wheezes for rais- 
ing cash. The latest, from Robert Fleming 
Securities, suggests should iw” 

“sovereign equities” - a new type of 
instrument whose return would trade the 
rtriTlar pw i-firi rm aTiffg of the R u^aTI stock 
market 

The thinking is beguiling. Moscow finds 
it extremely expensive to raise cash 
through conventi onal bonds because of 
high yields. But it is also hard to raise 
money quickly through privatisation. 
Socalled sovereign equities, by contrast 
wmW he cn ^ f i quickly; a nd, given the L4 
per cent yield on Russian equities, the 
annual ftmding oast would be cheap. Of 
course, if the stock market soared over 
tiie life of the instrument wnania would 
have to pay hack much more than it bor- 
rowed. But that Is a high-class problem. 
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Presumably, If the stock market did rise, 
the crisis would be over. Moreover, the 
government is hedged because the value 
of its stakes in Russian companies would 
also be rising. 

But would investors want to buy these 
sovereign equities? While the term “sover- 
eign" ought to be reassuring, in Russia's 
case it could be a turn-off. Investors might 
think they are better off with real equities 
than papa- promises foam a cash-strapped 
government. Flemings’ answer is that 
such sovereign equities should he ba cked 
up by collateral. Even if that slightly, 
defeats the purpose of the scheme (why 
not just sell the collateral?), the idea looks 
wrath exploring. 

Televisa 

Televisa should be an invertor's dream, 
ft owns a juicy set of assets, dominating 
Mexico's television market but also span- 
ning radio, publishing, ipu ric and direct- 
to-home satellite broadcasting across 
T.aHn America. And as the lai- pyt t t***^” 

romps ny fo the S panigTmpaaWng world it 
boasts tremendous demographics. But its 
recent performance has been rather nlght- 
marish- last week the stock dropped 18 
per cent on disappointing results, more 
than wiping out this year’s gains. 

The truth is that Televisa is stQl strug- 
gling to transform itself fl o ra a femfiy- 
controlled monopoly into a responsible 
public company. Last week's debacle is a 
case in point Televisa still collects its TV 
advertising revenue - the bulk of profits 
— under a s c h e ma rtr mnn t up when it was 
a monopoly. This led, rather bizarrely, to 
a fall in advertising revenue at a time 
when the ratings of its tear-drenched soap 
operas have revived strongly. Just as tell- 
ing was t~hat investors had no fokhwg of 
th?« and nn guidance from the company. 
While the Azcarraga family, which owns 
62 per cent of Televisa, continues to show 
gnoh rifoiHain for mino rity shareholders, it 
will find it hard to saD shares to repay 
personal debts. 

Admittedly, the group has recently sold 
non-care assets and launched a cost cut- 
ting drive. But it remains heavily over- 
staffed and Mexico’s economy Is slowing: 
Emilio Azcarraga Jean, the 30-year old 
nhnlmwn i has a lot to do to fflftftii Up the 
empire he inherited from his father last 
year. 
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FT WEATHER GUIDE 


Europe today 

A ridge of high pressure wtt keep 
most of Scandinavia fine, but 
south-east Sweden and southern 
FMand wfl? be unsettled with a 
risk of showers. Northern France 
end the Low Countries wfli be fine 
with sunny speds.. Southern 
France, Germany, Switzerl an d, 
Austria and northern Italy wffl be 
unsettled with thundery down- 
pours, severe In Alpine areas. 
Moat o# tha Iberian Peninsula, 
southern Italy and Greece wB be - 
hot and sunny. The heatwave win 
continue In eastern Etrope. 

Hue-day forecast 

A weakening cold front wffl bring 
showers to parte of Frtnce, the 
Low Countries and northern 
Germany, but for much of the 
week these northern areas wffl be' 
fine and Inc r e aab i g ly warm. Italy 
end the Balkana wffl be thundery, 
but the rest of the Me di terrane an 
will remain hot and sunny. 
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Thailand prepares - drastic 
measures’ to prop up banks 


By Ted Bsrdacto la Bangkok 

Thai authorities axe preparing 
“drastic measures'* for state inter- 
vention across the entire hanking- 
sector In a “last resort” bid to save 
the financial s y s te m from coDapstrigt 
government officials said at the 
weekend. 

The decision to spend more 
re sour ces on top of tbs BtlAMbn 
(S2&£bn) already committed. - to 
help hanky that have been unable to 
restore their capital base through 
the markets or foreign takeovers - 
mar |rg a ffjiangp of strategy. 

It could lead to a revival in sup- 
port for opponents of the Thai gov- 
ernment who aocose it of fevrraring 
the rich. Cbnan Leekpal, the prime 
ministe r, whose aiwwiat 

faced a constitutional crisis the fort 
time it tried to pump money into the 
financial system, said the -plan 
would be implemented “regardless of 
the political xanseqnsoces. 

*We wfll do it ercn if we get bricks 
and stones in return. We have to go 
ahaari with the measure to put the 
country on track, no mat fo r 


how critically people might read." 

Officials declined to give details 
about the plan, which is la stDl being 
drafted and mnst await consultation 
with a mission from the Interne- 
tianal Monetary Fond arriving . In 
jft«pgimk today. 

ft Is expected that the intervention ' 
plan wffl be announced in- convene- - 
tion with Thailand’s nest letter - Of 
intent with the TMP, doe in the fej». 
two weeks of the month.' - . . 

Thafiand's downturn .has hurt thBr. 
country’s, banking sector. Nonpar-' ! 
forming loans are rising and most 
analysts expect them to peak at over 
35 per cent of total loans. In the first 
half off 1996, all banks reported tosses 
due to taking high p ro via i pna- and 
same made operating losses. 

Only four of the country's 16 
banks have been able to recapitalise. 
New capital for others, including 
four that were nationalised eaxfter 
this year, has beat stalled as inves- 
tors are unsure how to quantify 
potential losses. 

"The government has been trying 
to get financial institutions in order 
by having them raise capitaL it's- 


qitite apparent that they are having 
problems doing that," said Akapol 
Sorasuchart, - chief government 
spokesman. “In the past few weeks 
drastic measures have begun to be 
drafted to inert the goal There will 
be state intervention if needed.” 

Mr Akapol sarfd the government 
would maintain its blanket guaran- 
tee for depositors and creditors and 
Dxrt-tboce who suffer will be the 

. . i ^ 

Among tha bento that have not 
reo^ttahsed wre Stem Commercial 
Rank , majority-owned by the Crown 
Fropraty Burean, Jtod T bri MUftnry 
Batdc, majority owned by the armed 
fortes and police. 

Last weak the bankers association 
suggested the government buy bad 
loans from the banks at a discount 
and take preference shares in return. 

Banks would continue to manage 
their, bad assets and have an incen- 
tive to recover them. Scone foreign 
banks have asked the government to 
take 'em fixture nan-perforating loans 
if they take over a Thai bank. 

Thai (Mti tafttattva 


on Moslem conservative plot 


B ySheaalWMfr to Kartells^ 

Prince Jefri, younger toother of the 
Sultan of Brunei, struck . buck 
against c ha r g e s of flnanrfrf mis- 
management yesterday, d«iwrim be 
was the victim of a plot by Mortem 
conservatives who had gained an 
“unhealthy influence" . over -the 

S nBan: * . ' ;- . 

- The counterattack, days after . tha 
Sultan stripped Prince Jefri of con- 
trol over the fiunfly*s overseas 
assets, ri gnaTieri a protracted bottle' 
among Brunei's royal finally -se tt 
at temp ts to pot its .international 
hakfings in. order. 

The breakdown in fondly relations 
began with the oollapee of Amedeo, 
Prince Jafri's Brand-based construc- 
tion company, and a subsequent 
investigation into charges that 
financial mismanagement cost the 
sultanate WTHona of doBazs. 

A spokesman for Prince Jefri said 
Amedeo had not been in trouble 
until religious c onser v a tives seized 
its assets in an effort to “crush 
Prince Jefri's power base and, with 


it, the only real forte for opening up 
Brunei to the west”. ' • 

Diplomats say Prince Jefri was 
iirtunn inwi to use Amedeo to mod- 
ernise the state. He travelled exten- 
sively, recruited numerous foreign 
workers and was unconcerned, as 
soma woe, about diluting Mortem 
- cu lt u re and rehgfon. 

But they also say he was not a 
good financial manager, and that is 
why he vacated tha Ftoance Minister 
portfolio several, yean ago. Prince 
Jefri also gained a reputation for the 
extravagance of his lifestyle. 

Prince Jefri’s spokesman said tjai: 
Moslem conservatives “backed by 
shadowy foreign advfeexs with ques- 
tionable motives" had gafaad lever- 
age over tire Sultan, who is Brunei's 
prime minister, minister of finance 
and - militate - of defence. 

Government sources say Brunei 
does not appear to be grotring more 
fundamentalist, and the Sultan 
decided it was prudent to put his 
fhumw in order in the wake of the 
regional financial crisis and a col- 
lapse in oil prices. Brunei’s oil 


wealth has enabled ft to withstand 
the Aslan crisis fisr better than its 
neighbours. But the review uncov- 
ered losses resulting from the 

altaoart mlgmarwgamwtif tending to 

the restructuring of the family’s 
holdings. 

The man replacing Prince Jefri as 
head of the Brunei Investment 
Agency, which manages the femflyte 
international portfolio worth up to 
seobn, is reporte d to be one of the 
most retigkms men In BnmeL 

Hajl Awang Abdul Axft the educa- 
tion minister, “has the ears of the 
palace”, says a government source. 
“He Is tire one being asked to look 
after everything.” 

Government soirees expect a cab- 
inet reshuffle to remove others 
linked to the flnanciai tosses follow- 
ing the crowning later this month of 
the Sultan’s son as his designated 
successor. 

But they add that a concerted 
effort is under way to bring Prince 
Jefri back into tha fold before then 
so the royal femily can present a 
united front to the world. 
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Without us, the Information 
Super Highway couldn’t be 
driven under water. 
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Volvo and Mitsubishi may tighten finks 

Cooperation between Voh/o and Mitsubishi In 
JiJdts »utd intensity in response to me closer 
wvcs between arch-rival Daimler- Benz and Nis- 
san XKeseL Page 17 

Alcatel chief completes turnaround 

Three years ago, 
Alcatel, once Europe's 
largest telecoms manu- 
facturer, had Just 
incurred the largest 
toss in French corpo- 
rate history - FF»26bn 
($4.4 bn>. Today, how- . 
ewer, recovery seems 
wed under way. The 
speed at which Serge 
Tchuruk (left), 

. appointed chief execu- 

tive in 1995, has turned things around su gges ts 
he is a very persuasive manager. Page 18 ' 

New challenge spurs Lucent on 

Lucent Technologies, the telephone equipment 
maker, has persuaded investors it mil ride the 
new technology wave It is being faced with. The 
promise has helped it achieve a more-than-six- 
fold rise in its share price since it was spun out 
of AT&T in 1996. Market Movers, Page 17 

Corporate bonds at turning point 

Europe’s first corporate bond future was 
launched last month. As they da not strictly 
qualify either as asset-backed bonds or as con- 
ventional unsecured debt they mark a turning 
point In the development of the European bond 
market International Bonds, Page 18 

Japanese currency in testing week 

This week, traders vwU 
want to test new Japa- 
nese finance minister 
KHchi Miyazawa's hint 
that Japan will now 
only act to support the 
yen to extreme circum- 
stances. This had sent 
the currency tumbling, 
the yen dropping to a 
five-and-a-half year low 
against the D-Mark, 
just above the levels 
where the US and Japan intervened to support 
the currency in June. Currencies, Page 22 

Pakistan hints at recovery 

The US decision not to block IMF loans to 
Pakistan helped to prevent more dips in its 
KSE-100 index, which dosed just over 4 per 
cent up on the week. But traders who have 
placed sell Ofdere may not, feel encouraged to ' ' 
return just yet . Emerging Markets,. Page 19 

Finance dominates reporting season 

With a Footsie bank reporting every day, finan- 
cials w9l dominate the. reporting! season in the . 
UK this week. Oils will also be highlighted, with 
both BP and Shell likely to. have suffered from 
the low oD price. CompantesUiafy, Page 21 

6E Capital buys Kemper Re 

GE Capital, the ftnandai services arm of Ger> 
eral. Etectric,.is buying Kernpe Reinsurance - 
reports incfcated for about $500m. Page 19 
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-lull listings Page 32 

UN acts on race - 
The UN committee on racial cflscrimtoation 
meets to Geneva from today to review 
anti-discrimination policies in several countries. 
Colombian inauguration 
Bogota sees the inauguration on Friday of 
presktent-elact Andres Pastrana, a former ; 
newscaster and son of a former president 
Japanese PM’s first speech 
Keizo Obuchi, Japan’s new prime minister, win 
. give, his first policy speech on Friday at a Diet 
session that stated on Thursday. • 

Lisbon conference on youth 
More than 100 ministers responsible for youth 
are expected to attend a five-day conference to 
.Lisbon on Saturday to discuss common, 
problems facing the world's young people. 
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Daiwa cuts overseas operations 


By Paid Abrahams fa Tokyo 


Daiwa Securities, Japan's 
second biggest broker, has 
launched a sweeping rational- 
isation --.of its foreign 
operations. The move follows 
last week's de cision to create 
three Joint ventures with 
Sumitomo RanV 
. More than 370 jobs win' be 
lost in New York, London and 
Hong Kong, and marginal 
branches in Europe will close. 

“We have to review our for- 
eign strategy." said Yosfainari 
Hera. Daiwa's president and 
chief executive. “The past 
strategy was frankly not that 
great a success for either ns or 


Jobs to be lost in New York, Hong Kong and London 


Sumitomo. The human re-engi- 
neering could be dramatic and 
has already started in Hew 
York." But he said there was 
no' question of withdrawing 
capital from the foreign 
operations. 

The revamp, is the latest 
international retreat by Japa- 
nese financial institutions. In 
June, Sanwa Bank, one of 
japan’s biggest, closed li 
branches. Dai-3 chi Kangyo, 
another bank, is considering 
closing its Milan and Madrid 
offices and Is reviewing the 
future of its Parisian office. 


The heaviest cute in Daiwa's 
restructuring would be in New 
York, where about SO per cent 
- or 170 - of the 500 staff 
would lose their jobs, said Mr 
Hara. 

In London about 120 of the 
6S0 employees would be cuL In 
Asia - mostly Hong Kong - 
about 100 jobs would be lost. 
"Singapore will be the bead- 
quarters for Asia,” he said. 

In addition, three or four 
European offices would be cut. 
Tails and Zurich will remain 
of course, but they will become 
branches of London,” he said. 


Mr Hara would not specify the 
locations that would close. But 
the only other European 
operations are in Frankfurt. 
Geneva, Milan, Madrid, Buda- 
pest and Warsaw. There is a 
representative office in Berlin. 

Mr Hara confirmed that 
Daiwa Securities and Sumi- 
tomo were looking far foreign 
joint venture partners for their 
asset management business 
and wholesale broking 
operations. He was talking to 
some European institutions, 
but mostly L^S companies. 
“Morgan Stanley Is very pow- 


erful. Goldman Sachs already 
has an equity relationship 
with Sumitomo Bank which 
makes them an attractive part- 
ner." said Mr Hara. "The deal 
on the asset nwnagvnx-ut busi- 
ness will be much quicker 

than far the wholesale broking 
business.” 

Mr Hara admitted that 
domestic broking com mis ‘.inn. 
which accounted fur about :i0 
per cent of tumuver. was being 
hit by shrinking fees and low 
volumes. "The current situa- 
tion is clearly not satisfac- 
tory." he added. The group 
planned to raise profits by 
increasing proprietory trading 
anil improving clients' results. 


Survey 

downbeat 

about 

emerging 

markets 


By FMfipCoggn, 

Markets Editor 

i Universal glaum has 
ilesrenderi uvvr tin* I'untl tu.ita- 
agement industry abuut the 
prospects lor emerging mar- 
! Lets iul toning the piiviptt.il>* 
decline in slum- pm - *-., .iiwnl 
{ ing to a survey. 



Key policy: Dafcnlor-Benz and Chiyafer want no culture dashes, says Daintier chairman JOrgen Schrempp 

Daimler rules out early Asia link 


By Haig Smonian, 

Motor Industry Catrespoadent 


Jfirgen Schrempp, chairman of 
Daimler-Benz, the German car 
maker, has ruled out - for at 
least three years - approach^ 
ing an Asian, carmaker, to term 
a third leg of its merger with- 
Chrysler tf the US 

Mr .Schrempp said the two 
groups wanted to i ntegrate the 
new DaimlerChrysler group 
first. "You can forget it until 
we can prove to the world that 
the merger is working. That 
win : probably take at least 
three to five years,” be said. 

Analysts have speculated 
that Mr Schrempp and Bob 
Eaton, Chrysler chairman, 
may exploit the weakness of 
many Japanese and South 
Korean carmakers to add an 
Asian 1% to the transatlantic 
merger. Attention has focused 
on Mitsubishi Motors and 
Nissan Motor in Japan, both 
burdened by heavy debts and 
ageing model ranges. The spec- 


ulation has been heightened 
by. existing links between 
Daimler-Benz and Chrysler 
and the two Japanese compa- 
nies. Chrysler used to own 24 
per cent of Mitsubishi, which 
still buikfa vehicles for it, and 
Daimler-Benz to negotiating 
truck-making joint ventures 
with Nissan Diesel, 40 per cent 
owned by Nissan. It is expec- 
ted to buy Nissan's stake by 
the year's end. 

Mr Schrempp also said the 
German and US carmakers 
were concentrating on .over- 
coming cultural differences 
between the two companies to 
ensure their merger worked. 

He stressed that speed was 
essential to demonstrate the 
benefits of the transaction to 
staff and prevent, the emer- 
gence of separate ‘‘flefdoms" at 
Daimler-Benz and Chrysler 
following shareholder approval 
of the deal, which is due on 
September 18. 

Referring to the merger that 
created Daimler-Benz itself in 


1924, Mr Schrempp noted 
many employees in Germany 
tended to identify with 
Mannheim-based Benz or 
Stuttgart-based Daimler more 
than 70 years after the deal. 

“If you don’t make the best 
of the first 12 to 24 months, 
you leave yourself the risk of 
big trouble, " Mr Schrempp 
said. “You need to show 
results quickly to convince 
people It was a good idea.” 

Daimler-Benz and Chrysler 
were trying to involve “the 
next two layers down" of 
management to help overcome 
difierencesL 

"To make the culture work, 
you have to move people very, 
very fast from one side to the 
other . . . That’s what we’re dis- 
cussing right now,” he said. 

Daimler-Benz executives are 
thought to be keen to avoid 
the obstacles encountered by 
BMW after its 1994 takeover of 
Rover in the UK. 


Takeover day, Page 20 



PHILIP COGGAN 

GLOBAL INVESTOR 


Europe’s reality check 


Scared by Asia? Nervous about 
Wall Street? Come to Europe, 
where Ms Rosy Scenario took 
up residence more than three 
years ago and has been 
attracting international 
investors ever since. 

European stock markets 
have turned from blushing 
wallflowers m the early 1990s 
to belles of the balL A 
remorseless rallyhas carried 
the TT S&P Europe(ex.-UK 
index) up 165 per cent since 
the start of 1995 and 80 per 
cent since the beginning of 

last year. 

But at last the doubts have 
started to emerge and the 
fiimh of European bourses has 
hailed, and partly reversed, in 
the past fortnight .. . 

The bull case for Europe has 
rested on a pretty sturdy set of 

pillars: 

• Inflationls low and set to 
stay so, which will allow the 
newTSuropean Central Bank to 
set continental interest rates 
dose to Germany's current 
sub-4 per cent level. ’ 

Bond yields should also 

stay tow, especially after the 
action taken by governments 
to attack their budget deficits. 

_ Economic growth is 
starting to accelerate - after 
some years below trend is the 
mid-1990s - giving a M to 
corpora te’earnings- 

European management Is 
starting to discover . 
shareholder value. Groups are 
restructuring, selling non-core 
activities and merging to form . 
companies that can compete 
continent-wide. 

European investors are 
becoming converted to the cult 
erf the equity. Low interest . 




rates and bond yields are 
encouraging retail Investors to 
switch into shares; pension 
funds are growing and 
expanding their equity 
allocations. Morgan Stanley 
Dean Witter estimates investor 
demand of £L3,000bn over the 
periodic 2010. 

It seems unlikely that all 
those pillars will be 
demolished in short order. The 
liquidity trend, for example, 
seems a long-term source of 
support. Nor is a revival of 
inflation in sight But 
investors could be too blasS 
about Europe’s ability to grow 
strongly In the face of the 
slowdown -in Asia. 

Economic growth in the 
eurozone was robust in the 
first three months of 1998, at . 
an annual 3JJ per cent, hut - 
seems likely to have slowed to 
2^ per cent-ln the second 
{.quarter. 

Export indicators have 
shown a slower pace of growth 
this year. With toe UK (a key 
European export market) also 
slowing rapidly, Europe’s 
ability to grow under Its own 
impetus wOl be tested. 

- Growth worries were cited 
'recently by the formerly 
bullish team at BT Alex Brown 
when it warned of a potential 
10 per cent plus correction in 
European equities. The team 
warned- that analysts had . 
become complacent about the 
prospect tor corporate profits, 
with forecasts running at 11 
per cent growth in.l99B and 14 
per cent next year. 

But how Important Is growth 
if the European corporate 
sector can boast profits by 
cutting costs? Mare important 




than you might think. A study 
by ABN Amro found that 
European analysts' optimism 
on earnings was based more 
on a rise in sales forecasts 
than on any gain in 
restructuring. 

Although the outlook for the 
European corporate sector is 
Ear from bleak, the markets 
hove not left themselves much 
room to cope with bad news. 
Price-earnings ratios stand at 
24 in-Germany and 27 in Italy, 
according to Datastream. 

Individual companies that 
disappoint the market are 
already getting hammered: 

Akzo Nobel shares slid 11 per 
cent last week after results 
below expectations and a 
cautious statement an the 
second half. Asia represented 
only part of Akzo's problems 

but had a more obvious effect 
in depressing results at luxury 
goods group LVMH and sports 
goods maker Puma. 

Asia's slowdown seems 
likely to have the biggest 
effect on the industrial cyclical 
stocks. Here, Germany seems 
most exposed. Dresdner 
Kletawort Benson calculates 
that more than 50 per cent of 
the Frankfurt market 
comprises industrial stocks; of 
all the world's equity markets, 
the DAX, Dresdner reckons, is 
the most heavily exposed to 
the capital goods sector. 

There is nothing in all this 
that presages disaster for the 
European markets - simply 
the kind of inevitable setback 
that occurs when exuberant 
optimism toces up to the cold 
light of reality. 

Bir02uw,ffage23 


PHONE OPERATOR EXTENDS $537m LOANS 

Thai group in 
debt initiative 


By Tod Banlacke fa Bangkok 

Total Access Communication 
(TAC), Thailand's second larg- 
est mobile phone network 
operator, has reached an 
agreement with 50 creditor 
banks to extend the maturity 
of S537.7m of outstanding debt. 

The deal is the first complex 
loan extension agreement 
between a Thai company and 
international banks since the 
devaluation of the Thai baht 
more than a year ago. 

Debt extensions and 
restructurings are crucial to 
reviving Thailand's moribund 
economy because they reduce 
the level of non-performing 
loans at Thai banks and give 
companies renewed access to 
international capital markets. 

The agreement took five 
months to negotiate and 
includes an innovative pledge 
by TAC to make a “best effort” 
to seek an injection of new 
capital of at least 8150m. The 
company will be granted an 
interest rate reduction of up to 
70 basis points (0.7 of a per- 
centage point) if the capital is 
secured within three years. 

TAC's parent company. 
United Communication 
(Ucom). has been discussing 
an additional equity invest- 
ment by Motorola, its long- 
time partner, for months. 

Ucom plans to open talks 
with creditors on extending 
the maturity of its own S400m 
of foreign debt, and intends to 
dispose of foreign assets un- 
related to its five per cent 
stoke in the global Iridium sat- 
ellite telephone consortium. * 

TAC said the agreement had 
been made easier because the 


company continued to im-rt 
loan payments throughout 
negotiations, earning n sub- 
stantia] amount of goodwill. 

Many Thai companies have 
declared moratoriums on prin- 
cipal repayments of foreign 
debts as a precursor to creditor 
negotiations, which in most 
cases have stalled. Most nego- 
tiations will require banks and 
shareholders to assume losses, 
often via an injection of new 
equity and- or debt-to-equity 
swaps, conditions not present 
in the case of TAC. 

“Many companies think they 
should receive some incentive 
to talk to creditors. We had a 
different attitude,” said Boon- 
ebai Bencharongkul, TAC 
chairman. "We are not saying 
we found the one. two. three, 
four steps of negotiation for 
every’ Thai company to follow. 
But we have taken the initia- 
tive without making it a 
confrontation.” 

The agreement- includes 11 
separate loans due to he repaid 
this year, including several 
official export credit facilities, 
four bilateral agreements and 
a $200m syndicated loan man- 
aged by UBS. the Swiss bank, 
that was due last April. 

TAC will have to pay an 
additional 110 basis points 
over its current average inter- 
est rate of 7 per cent in 
exchange for the loan exten- 
sion - still far below the rates 
most Thai companies pay. 

The agreement does not 
cover either the company's 
8400m Yankee bond or its 
8250m convertible eurobond, 
which have various maturities 
and put options beginning in 
2001. 


Of the l.'i K|Hi-iailst tuitd 
managers lulliil by Fulcrum 
Kiwi'utvh un bt-h.ilf nf liursuu 
Mui-su-lk-i. a cuniniiinicutmns 
cfnisultatu-y. II wen' iuvuIiw 
ami four nvrv m-mral. with 
j nm mil 1 isikinvr a pnMiivi. 1 vn-w. 
l When l hi* same muvcv u.is 
cunilurn-d in thi- first quarter 
of tliis * car. um-rung markets 
j h.ui just a bru-t rally 

! and 4u per o-nt of the in:iu.ig- 
! lt-. men- positive ahnur the 
! mitliH>k. 

J The early VW rally s»H»n 
j ix-tenni oul ami many urn tv 
| ing markets su Kerri I sharp 
sliare price tails m the first 
halT uf the year. 

Indonesia dropped .TS.2 per 
cent m dollar terms. Thailand 
.19. j cent. Malaysia jn-r 
rent :uii! Mexico per cent. 
Many Asian ccnnninies slipjH-d 
into rccesMon m the wake uf 
ihc 1997 rurrenry crisis, and 
investors' concern spread to 
countries such as Russia and 
South Africa. 

The pour returns achieved so 
far this year seem tu have 
been the fuial straw for many 
emerging market managers, 
who were already depressed by 
the heavy losses incurred in 
1997 and the cumulative under- 
performance or the sector 
since the heady days of 1993. 

The managers were particu- 
larly pessimistic about the 
prospects for South-East Asia, 
where they felt tliat high lev- 
els of corporate debt and the 
deteriorating value of ibe yen 
were hampering any chances 
of a recovery in the medium 
term. In the case of Latin 
America, they were worried 
about the prospect of specula- 
tive currency attacks and the 
shortage of capital inflows. 

The least favoured markets 
in the survey were Indonesia, 
South Korea. Chile and Russia. 

There were few upbeat notes 
in the survey, though the fund 
managers were positive about 
Greece - the best performing 
emerging market thLs year. 
Athens has declared its Inten- 
tion to join the single Euro- 
pean currency. Hungary was 
also favoured. 
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COMPANIES & FINANCE 


By Peter Jaha 


Two of the UK's biggest 
drinks companies plan to 
merge their retail off-licence 
she?) chains in response to 
the growing power of the big 
supermarkets, 

Whitbread and Allied 
Domecq intend to create a 
5050 joint venture with their 
Thresher and Victoria Wine 
chains, which have almost 
3,000 branches between them 
and a combined annual turn- 
over of £L3bn. 

A stock exchange 


announcement is expected 
today. 

The drinks groups say that 
the new company would 
have a 13 per cent share of 
the UK off-licence market, 
compared with 14 per cent 
for Tesco, the market leader, 
and about 12 per cent for 
Sainsbury. 

Neither group anticipates 
regulatory hurdles. They 
said the trend for large-scale 
consolidation was estab- 
lished four years ago in 
AEied Domecq 's acquisition 
of Augustus Barnett. 


GKN’s results 


may lift sector 


By Aadrew Edgecftffe-Jahnsaa 


Strang results expected from 
GKN, the tanks, vehicles and 
pallets group, would support 
a selective rally in the UK 
engineering sector. 

Confident statements last 
week from Siebe. the largest 
UK engineer, and TI Group, 
have raised expectations for 
the half-year reporting sea- 
son. They have also helped 
ease concerns about the 
impact of the Asian eco- 
nomic crisis, the strength of 
starling, and slower eco- 
nomic growth in the UK. 

GKN is expected to con- 
firm its ambitious organic 
growth plans have not been 
knocked off course, and that 
It still plans to spend up to' 
Elbn an acquisitions. 

Sector analysts said last 
week that, after an “indis- 
criminate" sell-off in the 
engineering sector, any 
recovery in share prices is 
likely to be confined to the 
more resilient companies, 
which have the global 
spread and market leading 
p ositions to sustain growth. 

Credit Lyonnais Securities 
Europe, in research pub- 
lished last week, identified 
BBA, FBI, and IML as well 


Punch responds 
over guest beers 


By John Wflmni 


Punch Taverns, one of the 
UK's largest pub chains, is 
to offer its 1,400 tenanted 
pubs a choice of more than 
50 beers in response to pro- 
tests at Its plan to atop ten- 
ants stocking a guest beer. 

The group, which bought 
Bass's tenanted pubs in 
April, is offering tenants big- 
ger discounts if they accept 
terms that involve surren- 
dering their right to buy a 
guest beer outside the cen- 
tral supply arrangements. 


The terms have drawn pro- 
tests from some landlords 
over what they see as a 
reduction in their freedom to 
offer, a local beer. 

The national brewers are 
required to allow tenants to 
buy a guest ale, providing an 
outlet for regional brewers 
and smaller real ale brew- 
eries. But pub companies are 
under no such requirement 

Punch has signed supply 
agreements with two 
national brewing groups - 
Bass and Whitbread - and a 
range of regional brewers. 




ABN AMRO FUNDS 


Soofttt (flrwostissemonta Capital UsriaMo 
Regstered Office: L-2iroLnen*»ufiH<vctoefB 
*. rue Joan Monnet 
R. C. Ummbaxg B 47 072 


NOTICE TO THE SHAREHOLDERS 
We hereby give you notice of a n Extraordinary General Meeting 


oTShaivboldenofABN AMRO FUNDS (the "SICAV") to be held 

in Luxembourg, at the registered office of the SIGAV, on August 
12, 1998 at 8 JO a-tn. in aider to vote on the following agenda: 


1. To waive the subscription charge; 

2. To change the imnditwim of the odes charge from 5% to 5-25%; 

3. To adjust the management foes to market conditions as follows: 

- for the Emerging Markets Equity Fonda, namely: Global 
Emerging Markets Equity Fund; Latin America Equity Fund; 
Asian Tigers Equity Fund. Easton Europe Equity Fund; 
China Equity Food; Brasil Equity Fund to 1.40% per annum; 

- for the Equity Funds, namely: Global Equity Fund; Global 
Information Society Equity Fund; Global Life Society Equity 
Fond; Global Resources Society Equity Fund: North 
America Equity Fund; Europe Equity Fund; Euro Equity 
Fund; Japan Equity Fund; Germany Equity Fund, 
Switzerland Equity Fund; Netherlands Equity Fund; Italy 
Equity Fund to 1.10% per annum; 

- for the Emerging Markets Bond Fonda, namely: Global 
Emerging Markets Bond Fund; Latin America Bond Fund; 
Asia Bood Fund to 1.00% per annum; 

- for the Bond Funds, namely; US Bond Fond; Germany 
Bond Fund; Netherlands Bond Fund, Europe Bood Fund; 
Oobal Bond Fund; Spain Bond Fund; Euro Bond Fund; 
Italy Bond Fund to 0.60% per annum. 

A comparison of the current and proposed management fees Sm- 
all Funds is available at the registered office of the SICAV or the 
office of the local Representative upon request or dispatched, 
according to the local lows and regulations. 

4. To approve the date when the above changes wiD become 
effective as follows: 

- August 27. 1998 for the changes appro ved in the meeting 

- Sefrqn b cr 15, if the m eeting is postponed or reconvened on 
Sepsemba-S, 1998, or 

- such later date as may be necessary to comply with focal 
authorities re qui rements. 

The quorum required on point 3 is at least twenty-five per cent of 
the issued capital of the SICAV and the resolution on this point 
of the agenda has to be passed by the affirmative vote of at least 
seventy-five per cent of the votes cast. 

In order to participate at the meeting of August 12 , 1998. the 
owners of bearer shares shall deposit their shares before August 
6, 1998 with the local Representative of the SICAV or the 
Registrar of the SICAV in Luxembourg. 

For the shareholders who cannot attend the meeting, p r ox y forms 
wiQ be available at the office of the local Representative of the 
SICAV or at [be registered office of the SICAV upon request or 
duparehed, according to the local lam and regulations. 

The proxy wfli be valid only if the proxy form, t ogether with the 
evidence of the ownership of the shares are provided to die 
SICAV before the meeting. 

The share holders are authorized to redeem their shares free of 
charge for a period of ibiny days starting on July 27, 1998. 


Luxembourg, on July 21, 1998, 
. The Board of Director 


m 


In addition. Office of Fair 
Trading investigations are 
generally triggered when 
market share reaches 15 
per cent. 

Talks have been going on 
over the past few months, 
following what Whitbread 
described at the beginning 
of May as a “major shop 
operations review" by 
Thresher's management. 

Today’s statement will 
have been forced by press 
and City speculation and 
will contain only the infor- 
mation necessary to main- 


tain a transparent market. 

Whitbread yesterday 
would only say: “We confirm 
we are in talks with Allied 
Domecq which may lead to 
the merger of the Thresher 
and Victoria Wine off-licence 
businesses.” 

Domecq said that it was in 
talks and they were continu- 
ing. 

Final details are expected 
within a few weeks alter a 
management structure has 
been agreed. Up to 100 shop 
closures and 500 job losses 
are expected. 


Off-licences represent a 
substantial slice at turnover 
for both Whitbread and 
Allied Domecq, but a small 
percentage of their profits, 
as margins are squeezed by 
g o vern ment duties 
the difficulty of. adding 
value. 

Drinks sector analysts said 
yesterday that both compa- 
nies were keen to do a deal, 
as they had seen margins 
eroded further by intense 
competition from the big 
supermarket groups, -which 
are able to force down prices 


as GKN, TI and Siebe as 
likely beneficiaries of the 
expected upswing. 

Merrill Lynch, which 
favours IML IT and Morgan 
Crucible, has also upgraded 
GKN from “neutral” to 
"accumulate". 

GKN, whose activities 
range from helicopters and 
tanka to powder metals tech- 
nology and waste manage- 
ment, is expected to 
announce a rise in pre-tax 
profits from £203m to £222m 
for the six months to June 
30, thanks to buoyant 
demand from Europe for its 
automotive components divi- 
sion and str on g sales of its 
Chep pallets to the US gro- 
cery trade. 

The results will also be 
scrutinised for any indica- 
tion about GKN’s likely role 
in the mtiariliriiitirtn of the 
UK armoured vehicles indus- 
try, but it will not have news 
of any deal in this area yet 

GKN is seen to have a 
stranger negotiating position 
than Vickers and Alvis, the 
rival UK tank manufactur- 
ers, as it is part of the con- 
sortium which wan a £3bn 
European contract for multi- 
role armoured vehicles this 



Economies of scale: gold miring mar Katgoorfs, Western AustraBa 


GynGenbi 


Top notch in Yandal Belt 


By fined Robinson in yandal 
Brit, Western Australia 


A remote part of Australia is managing to 
buck the trend in the gold mining industry 


Australian mining com- 
panies, once the stock mar- 
ket's favourites, have taken 
a double hit from the steep 
fell in gold prices over the 
past year and uncertainty 
over Aboriginal land rights 
legislation. 

Recent amendments 
watering down provisions of 
Australia's native title bill 
have failed to allay concerns 
in many mining areas about 
far ther legal challenges by 
Aboriginal groups. 

But In the remote and 
gold-rich Yandal Belt region 
of central Western Australia, 
some of Australia's most 
profitable gold mining com- 
panies are quietly forging 
ahead with plans to expand 
gristing operations, increase 
output and further lower 
production costs. 

Native title claims on min- 
ing leases are not as big an 
issue here as in some mining 
regions. 

Some companies have 
reached private agreements 
with Aboriginal groups, 
while others say they have 
not encountered problematic 
claims in the Yandal region. 

In a strong sign of confi- 
dence. most Yandal Belt 
miners are substantially 
raising exploration and capi- 
tal investment expenditures 
in the year ahead. 

The region hosts some of 
Australia's lowest-cost pro- 
ducers. Sunrise Dam, oper- 


ated by Acacia Resources in 
the Yandal Belt, is one of the 
country's lowest cost gold 
mines, with cash costs of 
production at A$16B ($104) an 
ounce - against an industry 
average of A$320. 

Lika other domestic rivals, 
the Yandal gold producers 
have benefited from the 
weakening of the Australian 
dollar, to a 12-year low of 
$0.58 in June. With sophisti- 
cated hedging strategies, 
most still eqjoy forward 
prices in the A$500-$800 
range, even while the spot 
price is about A$420. 

The flurry of expansion in 
the Yandal Belt has been 
accompanied by a wave of 
acquisitions and deals, led 
by Great Central Mines, one 
of Australia’s largest gold 
mining - companies. 

Last year, it acquired two 
profitable operations, Wtl- 
una Mines and Eagle Min- 
ing, for a total A$330m. The 
purchases were seen as a 
bargain and confirmed 
GCM’s regional dominance, 
at a time when international 
gold prices had plunged. 

Last week, GCM 
announced one of the big- 
gest gold discoveries in Aus- 
tralia in recent years, at its 
Nimary Deeps site previ- 
ously mined by Eagle. 
Joseph Gutnick, GCM chair- 
man and managing director, 
said the richness of the 
find would “virtually repay” 


the cost of the twin take- 


overs. 

“To control the Yandal 
Belt was onr «tm_ In time 
we’d like to prove the exis- 
tence of so mething as signifi- 
cant as Nevada’s Carlin 
trend (one of the world’s 
richest gold fields]," Mr Gut- 
nick said. 

GCM's rapid expansion 
was confirmed by last 
week’s results for the year to 
June, showing gold produc- 
tion up 49 per cent to 649,322 
ounces. For this year, the 
group forecast a rise of at 
least 15 per cent in total out- 
put to 750,000 ounces and 
said it would step up explo- 
ration. 

In another- strategic step, 
GCM earlier this year 
snapped up just under 20 per 
cent • of Australian 
Resources, a medium-sized 
gold and copper producer. It 
owns Mt McLure, a gold 
project bordering one of 
GCM’s main operations in 
the Yandal region. 

The move, characterised 
as a “share raid” by some 
observers, was described by 
Mr Gutnick as “simply tak- 
ing a position in a neigh- 
bour”. For continued expan- 
sion in Yandal, GCM would 
potentially take over Austra- 
lian Resources and dovetail 
operations at Mt McLure 
with its adjoining Bronze- 
wing mine. “It would be a 
neat fit, with ample opportu- 


nity to combine costs,” said 
a GCM Official- 

Relations between the two 
companies, however, soured 
last month, following Aus- 
tralian Resources' unex- 
pected move to raise $ 11 . 2 m 
through a i-for-4 rights 
issue. Australian Resources 
said the money w as required 
for farther development at 
Mt McLure and of its Selwyn 
copper-gold . project in 
Queensland. 

GCM, which bought its 
stake for 45 cents a share, 
saw Australian Resources’ - 
share price fall to 25: 
carts. 

GCM’s recent acquisitions 
brought Normandy Mining, 
Australia’s hugest gold pro- 
ducer, into the group. Nor- 
mandy emerged from the 
deals with a 25 per cent 
stake in GCM. 

Analysts say GCM's next 
move will depend on Nor- 
mandy and Robert Cham- 
pion De Crespigny, its chair- 
man. But with their growing 
reputation as “Yandal's 
kings”, both Mr Gutnick and 
Mr De Crespigny are likely 
to push for outright control 
of Australian Resources. 

Australian Resources last 
week forecast a big jump in 
gold production to 250.000 
ounces for 199859. 

The outlook came as the 
company continued its turn- 
round, reporting a 40 per 
cent rise in gold production 
in the frill year to June and a 
cut of 18 per cent In cash 
costs. 


il sector predators begin to move in 


As the fall in the oil price hits profits and 
prompts a fall in its shares, Lasmo looks 
over its shoulder, writes Robert Corzine 


Lasmo 

Shae price reteffwtoFTSEOi 
BgAwfion anf farticrien inter ' 
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O il company predators 
can be ruthless beasts 
when they catch the 
scent of sustained share 
price weakness. 

In recent months the sell- 
ing of Lasmo shares by .insti- 
tutional investors has driven 
down its shares and trig- 
gered renewed interest from 
US ofi companies in one of 
the UK's biggest explorers - 
which on Thursday reported 
an interim loss induced by 
j the oil price felL 

Joe Darby, Lasmo's chief 
executive, appears relatively 
, relaxed in spite of the latest 
I bid speculation. After alL be 
j has been there before - in 
1994. when fellow UK 
explorer Enterprise Oil 
launched a hostile bid that 
ended in failure. 

However, Mr Darby la well 
aware of the danger: "We 
know that we have been 
closely evaluated by many 
US companies over a long 
period of time.” The reason, 
Mr Darby says, lies in Las- 
mo's growing reserve base 
and the prospect of a 
steadily rising production 
profile. An added attraction 
is that several key assets 
have the potential to be 
interesting to much larger 
companies than Lasmo. 

to recent years the com- 
pany has moved well outside 
its North Sea origins. 
Although much of its cash 
flow is still generated in the 
UK, future production will 


increasingly come from 
Venezuela, Pakistan, Libya 
and Algeria, countries in 
which Lasmo has carved out 
a significaht presence. It is 
also seeking strategic stakes 
in the Caspian Sea and Iran, 
which Is opening modi of its 
vast oD and gas sector to for- 
eign investment 
f jgmn is sign moving out 
of the niche positions and 
marginal fields in which 
independents often find 
themselves. Mr Darby notes 
that a single cost overrun 
can destroy the economics of 
such projects. 

Lasmo's ultimate aim is to 
emulate large integrated oil 
companies: “Why do big oil 
companies continue to gen- 
erate cash even in periods of 
low prices,” asks Mr Darby. 
“Because they have access to 
material opportunities where 
costs are low.” 

Over the past three years 
Lasmo has been implement- 
ing a strategy that focuses 
on securing significant 
stokes in low-cost oil produc- 
ing regions. But its biggest 
move in that direction - last 
year’s acquisition of the 
Dacion concession in Vene- 
zuela - has been dogged by 
controversy, after the com- 
pany paid the Caracas gov- 
ernment a 8453m cash bonus 
to secure the deaL 
Competitors say Lasmo 
paid well over the odds; bids 
by competing US companies 
were $l50m less. The deal 
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also coincided with the slide 
to oil prices, prompting some 
analysts to question the tim- 
ing of the move. 

Lasmo's managers admit 
their fate Is tied to that of 
Dacion. The company is so 
concerned to dispel doubts 
over Dacion ’s potential that 
it will hold a seminar for 
Investors on the subject to 
September. 

The heavy trading in 
Lasmo shares on Thursday 
suggests the more active 
investors may be dividing 
into camps. There are those 
who are no doubt abandon- 
ing Lasmo Shares - and per- 
haps the sector generally - 
until they see proof of a sus- 
tained ofl price rise. But bro- 
kers also repeat significant 
buying, prompted to part by 
bid speculation. 

Will such speculation be 
translated Into action? There 
is little doubt that several 
US oil companies, such as 
Los Angeles-based Arco, 
which recently took over 


Union Texas, are keen on 
bulldtog a big foreign pres- 
ence as quickly as passible. 
And most have the cash and 
share prices to support hos- 
tile bids, say investment 
bankers. But will they have' 
the courage to act? 

A key factor may be the 
attitude of UK institutions. 
“Lasmo has consistently 
punched above its weight,” 
says a London investment 
banker. “And the UK flag Is 
the right one to have at the 
moment in the international 
oil business. But the owners 
don’t seem to understand 
that." 

Although many industry 
analysts have recently 
issued research notes extol- 
ling the vtrtoes.of investing 
in E&P stocks at cu r ren t oil 
price levels, investors 
remain generally wary. And 
that, according to one 
banker, may mean “even the 
fittest E&P' companies will 
disappear, although that 
would be a pity." 




Whitbread and Domecq plan retail merger 


COMMENT 


through their greater buying 
power. 

Mark Puleikis at Merrill 
Lynch pointed, out that 
interim profits from Victoria 
Wine were down nearly 17 
per cent when announced in 
May. . .. 

-The move is the second 
challenge in a week to the 
power of the supermarkets, 
after the launch of an inves- 
tigation by the Office of Fair 
Trading into allegations, of 
profiteering by the UK’s four 
biggest chains. Tesco. Sains- 
bury. Asd» and Safeway. 


BTR 


UK drink stores 


It is hardly the big one that AUM Domecq shareholders 
have been hoping for. But with potential merger partners fur 
its spirits division not playing ball. Allied la confined to the 
possible. Taking action on poorly performing bits of its 
portfolio is an important part of that Victoria Wine saw Its 
trading profits drop from {16m to Ei3m last year, a lamenta- 
ble return on about £7UQm sates. Whitbread* Thrasher busi- 
ness has done better at limiting the damage inflicted by 
supermarket and cross-Channel competition. It la to be 
hoped that Its more ruthless approach will prevail. 

As the take-home market Is a healthy one - beer sales 
grew 7 per cent last year - the rationalised business should 
bounce back. It might then be floated off. That would hardly 
be the big demerger Allied sharehol d ers once looked for, but 
it would be a step in the right direction. 


NEWS DIGEST 


FINANCIAL SERVICES 


Newcourt raises £175m 


through securitisation 


Newcourt Credit Group, the world's second hugest 

non-bank lender after GE Capital, has raised £1 75m 

$2B9m) tor UK expansion through its first IntematlonaJ 
securitisation. The Canadian grotgj said the faculty, 
arranged through a US bank, would be the main off-bal- 
ance sheet funding vehicle for Its UK ban and (easing 
activity. 

. The move follows Newcourfs £235m purchase of Busi- 
ness Technology Finance, a leasing finance unit, from 
Uoyds TSB last year. It also bought AT&T Capttaf for 
$l.6bn In cash and -shares. 

“This will allow us to continue to support the growth of 
the business in the UK” said Glen Votek, Newcourt exec- 
utive vice president and treasurer. 

The assets securitised include loens and leases secured 
by office, computer, and telecommunications equipment 
with terms of three to five yeas. About 5 per cent of New- 
courfs CS25bn of new loans and leases an expected to 
derive from the UK. 

Mr Votek said Newcourt was concentrating on integrat- 
ing AT&T Capital, and did not expect to make any large 
acquisitions this year. U made 18 acquisitions between 
1991 and 1997. Mr Votek said Newcowt was looking to 
expand its capital market operations with a euro medium- 
term programme tots year. Christopher Brown-Numes 


CHEMICALS 


KKR in auction for Hoechst arm 


Kbftiberg, Kravis and Roberts, the US buyout specialist, 
has reached the final stages of a El bn-pius auction for 
Herberts, the paints business of Hoechst, according to 
venture capital industry sources. 

Hoechst, the German chemicals and pharmaceuticals 
group, insisted yesterday that no decision had been taken 
over the future of Herberts, which has tong been flagged 
for a possible sale, and said that talks were continuing 
with a number of partners. 

KKR has made just three acquisitions outside the US, 
including its current £851 m bid for Willis Corroon, the UK 
insurance broker. 

Selling Herberts would fit with Hoechsfs strategy of 
concentrating on life science businesses. The division, 
which has market leading positions in automotive paints in 
western Europe and in powder coatings worldwide, rosed 
Hs operating profit from DM1 12m to DM1 73m ($95m) last 
year. Andrew Edgecfiffe-Johneon and Ralph Atkins 
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Lai San Intern rtfon*! Finance (1997) Limited 
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4 per cut. Convertible GwnM Bands doe 20ttZ . . 

B— r iBl wl by . 

Laf Son Dw a op maii Company Limited 
(Ac “Bomb") 

Notice b hereby given hi accoftfmce wfcb Clause 63 of (taTnat Deed boweoi 
Lai Sun International Fraanw (19971 Limited (the “Issuer"). Lai Son 
Oevdapmcm Osnpaoy limited <dw ‘’GrematoO and The Law Debenture 
Tun* Corporation pJx. (d* “TVnstrc") and CowHtioo 15 of the tom ami 
coaBfons Ware Basis tre^Ccwd l lfon^rfaiacfraancBt in a coo w lMoewMi 

Clause 7.1 A of the Trust fowl to tfre Conversion Price resulting from a rights 
iwe of Shares of the Cfemnsar (Ac “Hgjbts fane”) which was announced oo 
INb June, 19M. The adjustment to the Conversion Price became effective on 
27th Inly, W98. rad the Cwivosioa P ri ce* b e fo re and after gudr ad j a ma ent toofc 
pbee are set o u t belo w : 

Conversion Pritx before adjustment for Rights barns UKSIIJ 0 
Coavereion Price after imJ^wkw for Rights tauc: KK510.64 

•Rsnanoi defined herein sbaUbme foe m e anings given totem in ttieOrafiticps. 

LAI SUN D8V&.OPMEOT COMPANY LIMITED 
3rd August. 1998 
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BTR is so good at Investor relation* these day* that whan it 

sSs a buSss that was M kS&'SSSS 
disposal programme, no ore is autprteed. 
sale of its aerospace group wasWl^fM W a rOT^ea of 
good news from a company toe 

market by about 70 per rent store the start « 1996. The 
applause was partly to do with price. At more than twice 
ptHtotogprollte.UisM.rthetopof 
a very wide BTR disposal waff . ^ w 

But the sale also raises hopes that there may be buyers 
out there who see more value to other parts of the core BTR 
than the market doe*. The engtowringcorigtotwrateh mar- 
ket value la only about rate times its Bbtt co nt i nu i ng sties. 
Maybe it should shrink lt»V further or go I for *l fall 
break-up? BTR Aerospace was. alter til. etid to * Private 
equity company. Doughty Hanson, that oouW not wan boast 

° f &J f whtiea* spanking good offer might chip off a farther 
niche business. BTR*s management Is set on trying to 
extract more value from the new core Itself before launching 
another strategic rethink. - - • 

Use group's market value is lees than 12 ti mes t he post-tax 
profits of the emergent group. The tocumb«ts can prove 
this is cheap only by restoring growth IneMfietitmarkets. 
Investors worried they might foil will draw c omfo rt from 
sightings of any buyers. 
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COMPANIES & FINANCE 


••MVlHlHIINX 


news digest 


CONSUMER ELECTRONICS 


High value put on 
Thomson Multimedia 

Thomson Multimedia is probably worth ‘several bfifion" 
has ctafaaed. days rftor the gov^ 
«™J^aonounced ptens to seB 30 per cent of the <if>- 
^ng«ectron»cs group’s capital to fourtfobal strategic 

a ratflo urtervfew tbUowing the announcement that Thom- 

sot ^ fb^ng ties with Alcatel of France. NEC of Japan 
and Mtoosoft and DirecTV of me us. Each prospective 

partner is to be offered a 7.5 per cent Stake in Thomson 
vfa an increase in capital. 

The aim is to finalise the partnerships this autunn. but 
me amount each partner wffl. pay for Bs stake has not 

been disclosed. Mr Rerrei argued that if McroaoffsBffl 

Gates was Interested, it was because Thomson repre- 
sented a “technological potential" and hat “teams, techni- 
cians and engineers” who had great value on a world 
scale. "In several areas, it is leader, but this leadership . 
must be supplemented by complementarities that ought to 
allow ft to develop in the new interactive television. Bffl 
Gates thought Thomson was the best-placed partner in 
that sector too," he said. David Owen, Paris 

STORA/ENSO MERGER 


Brussels inquiry extended 

The European Commission wants more time to investigate 
the proposed US$EL5bn merger between Store of Sweden 
and Enso, the Finnish forestry products group, which 
would create the world's largest paper producer. 

The Commission has fncBcated that the inquiry could 
take up to four months, delaying final completion of toe 
merger. Competition officiate in Brussels were said to be 
concerned at toe enlarged group's dominant market share, 
particularly in newsprint, magazine grade paper and carton 
board. 

The tie-up between the world’s fourth and fifth largest 
volume producers of paper and bo&d would create a 
business producing more than 13m tonnes of paper and 
board a year with a Joint turnover of SKrSObn f$1 1 -3bn). A 
number of industrial customers and competitors of Store 
Enso - as toe new group wSI be called - have voiced con- 
cerns over the implications of the merger. 

Store Enso said it was co-operating fully with the com- 
petition authorities In Brussels and remained confident toe 
deal would be approved. Although the companies said the 
transaction could not be completed until the EU competi- 
tion authorities had concluded their examination, they 
added the preparations for the merger - including manage- 
ment restructuring - would continue. Tim Burt, Stockholm 


WASTE SERVICES 


Philip launches $200m lawsuit 

PhiDp Services, the embattled Catadian waste services 
group, has launched a US$2 00m lawsuit against former . 
employees it claims embezzled at least C$25m 
(US$1 6.6m) through aneUeged fraudulent copper trading 
scheme. Robert Waxman, the former head of PhSp’s met- 
als division who is named in the lawsuit, argued that the 
company was pursuing legal action against him and two 
former subordinates in order to lay blame for the group’s 
poor financial results over toe past several years. . 

Philip, once the darting of North American markets, has 
angered investors this year after it belatedly revealed cop- 
per trading loses and then restated earnings several times. 
Philip has repeatedly said that toe losses were due to the 
actions of a "rogue trader”. The company has also 
launched lawsuits against detractors who posted critical 
messages about the group on an internet message board. 

The debt-laden company, which lost US$1 26m in1997, 
has since shuffled management and begun to seR assets 
in a bid to restore confidence, but Philip's share price has 
failed to recover from toe 86 per cent drop it has suffered 
in recent months. Scott Morrison, Toronto 


CHICAGO BOARD BROKERAGE 


New trading system delayed 

The Chicago Board Brokerage, a Joint venture between toe 
Chicago Board of Trade and the Prebon Yamane, is delay- 
ing the launch of its new electronic tracing ^stem for US 
Treasury securities. It said customers needed “more time 
to completely integrate” toe system Into their trading 
operations. ■ ' ' 

The new system has already been the centre of a tussle 
between the CBB and Cantor Fitzgerald, the US broker- 
dealer, over claims by Cantor that CBB should never have 
been allowed access to the software which runs the new 
system. A Judge declined Cantor’s request for a preforo- 
nary injunction which would have prevented toe launch 
from going ahead. However, Cantor - which runs a rival 
system - has said it will still pursue the legal fight A trial 
Hate has been set for January 4. - 

Meanwhile, the Commodity Futures Trading Commis- 
sion, which regulates the US futures Industry, is to hold a 
public hearing next Tuesday Into a separate request by 
Cantor to launch an electronic trading system for US Trea- 
sury futures. The system would be run in conjunction with 
the New York Cotton Exchange, one of toe Manhattan- 
based futures exchange, and represent the first new elec- 
tronic futures market to be launched In the US. 

Nifdcl Tart, Chicago 


SINGAPORE 


United Overseas Bank declines 

United Overseas Bank, Singapore’s first banking group to 
report Hs half-year results, announced a 35 per cent tell in 
net profit to S$256.4m (US$1 48.5m) for toe six months 

ended June 30. It made S$226m in provisions, nearly 
triple that- of toe year-earfler period.Thb yrar’s figure . 
included a special general provision of S$90m to cover 
recrionai exposure. . 

The company attributed the steep rati jo profit to toe 

HJnher provisions and less income fom invostment b^k- 
Ina activities as a result of the decffne in regional stock 
9 . . mi 9. Vinia l umnur ■ . 


TRUemiAKING CO-OPERATION COULD INTENSIFY TO RIVAL LIGHT TRUCK VENTURE BETWEEN DAIMLER-BENZ AND NISSAN DIESEL 


*IM I— IW I V IhnX 


Volvo, Mitsubishi may strengthen links 


By Hxig Sfmuim 


Cooperation between Volvo 
and Mitsubishi in tracks 
could Intensify in response 
to the tightening links 
between arch-rival Daimler- 
BmwanH N1&S8& DtBSeL 

However, Kari-ErHng Tro- 
gen, head of Volvo's track 
dfrisiaa. said there would be 
no immediate reaction to 
last month’s move by 
Daimler-Benz and Nissan 
Diesel to develop light 
tracks for emerging mar* 
kets. 

The deal, one of at least 
three being discussed by the 
German arid Japanese com- 


panies, could result in 
Daimler-Benz buying a large 
stake In Nissan Diesel by the 
end of the year. - 

“Japanese industry has 
become much more recep- 
tive," said Mr Trogen at the 
launch of Volvo’s new FM 
range. They axe now con- 
sidering things not possible 
five years ago." 

Volvo and Mitsubishi are 
working to develop jointly 
their next generation of light 
trucks, with substantial 
component sharing. Volvo is 
also distributing Mitsubi- 
shi’s current Canter light 
truck in Europe. 

Mr Trogen dismissed 


BMW rebuffs Volkswagen suggestions of tie-up 


BMW, the German carmaker which test 
week won rights to protfoce Rolls-Royce 
cars, championed its independence 
yesterday by rebuffing suggestions by 
Ferdinand Piich, chairman of Volkswagen, 
that the two groups should move closer 
together, possibly through an equity 


exchange, writes Ralph Atkins in Bonn. 

Proposals floated in a German newspaper 
interview by Mr Pidch were dsmissad by 
BMW as the ’personal opinion" of the VW 
ch air man . As ter as BMW was concerned, 
there were no plans for a doser 
co-operation or merger. 


rep orts of a merger between 
Volvo and another vehicle 
maker. “We have no plans, 
but you will continue to see 
joint ventures.’ 1 he said. 
Such deals would be to max- 
imise economies of scale, 
now crucial to truekmakers. 


The new FM range, replac- 
ing the long-serving FL. wifl 
share almost 80 per cent of 

Us parts with the heavier FH 
Series, introduced in 1933. 

Prior to the FH. Volvo 
made 11 different truck plat- 
forms. The FH has ahead v 


spawned close variants in 
the US and Australia. Mr 
Trogen said derivatives for 
South America and for 
“vocational" US truck users, 
such as construction, would 
be revealed shortly. 

“After two more introduc- 


tions. well have our glohal 
heavy vehicle platform in 
place.” be said. 

He expected sales and 
profits to maintain current 
high levels. Operating prof- 
its in trucks mare than dou- 
bled to SKrl4bn rsiT&m in 
the first half of this year 
against the same period of 
1997, while turnover ro»P 
more than ‘29 per cent to 
SKx30.4bn. 

“WeVe got a guod wind in 
our sails,” Mr Trogen said. 
But he warned that profits 
would be constrained by 
launch costs for the FM in 
Europe and the cab-over ver- 
sion of the FH in Brazil. 


Outokumpu blames decline on volatile prices 


By Tka Bart fa Stockholm 


Outokumpu, the Finnish 
metals' and miring group, 
has blamed inventory losses 
and volatile raw materials 
prices for a 65 per cent 
decline in first-half pro fi ts. 

Hie company, a leading 
producer of base metals, cop- 
per and stainless steel prod- 
ucts, saw pre-tax profits fall 


Fund 
to buy 
groups in 
Norway 


By Um Burt 


A rapidly expanding 
investment vehicle backed 
by some of the Nordic 
region’s leading industrial- 
ists is today expected to 
announce its first cross-bor- 
der deals with the acquisi- 
tion of two Norwegian com- 
panies. 

Industrial Development & 
Investment (IDI), a private 
equity fund supported by 
Christer Zetterberg and 
SOren GyD. both former chief 
executives of Volvo. - and 
Fredrik Lundberg,. -chairman 
of the paper group MoDo, is 
acquiring Norac Holdings 
and VBK Transport Interiors 
fix* NKrlOGm ($14m). 

Norac and . VBK. both 
owned by Norway’s Stonn- 
buU holding company, man- 
ufacture shipping interiors 
and rail rolling stock equip- 
ment respectively. 

The transaction is the fifth 
in tire five months since IDI 
was formed, with committed 
capital of SKrl-Q2bn ($129m) 
and toe ability to raise a fur- 
ther SKr2bn of debt 
Carl Pahnstierna. IDI chief 
executive, said the group 
was reviewing up to 10 new 
deals, along with its institu- 
tional backers. Including 
insurer Trygg-Hansa and the 
Fourth AP Fund. 

Tt is an innovative vehicle 
backed by a number of 
Swedish industrialists, who 
have together put in 30 per 
cent of toe capital,” accord- 
ing to Mr Palmstierna. a far- 
mer partner at Goldman 
Sachs, the US investment 
bank. 

In additio n to the former 
Volvo and SKF executives, 
IDFs advisers and board 
members include Berat Mag- 
nusson. chairman of Swed- 
ish Match, Berthold 
Lindqyist, founder of health- 
care group Gambro, Melker 
SchOrling. chairman of Skan- 
ska, the construction group, 
and Georg Ehrnrooth, chief 
executive of Metra, the Finn- 
ish engineering group. 

Mr Palmstierna said the 
vehicle would complete 
small buy-outs with a three 
to five year ownership hori- 
zon. . 

“In a very short period of 
time we think we have 
established ourselves as the 

leading private equity fimd 
for small to medium size 
businesses in this part of 
northern Europe,” he said. 

Of the two latest acquisi- 
tions, Norac manufactures 
cabins and accommodation 
units for ships and af&hore 
installations. VBK manufac- 
tures train Intfirlars and sup- 
plies Adtranz, toe UK-based 
r oiling stock joint venture. 


^ROS^ORDER m&a deals I 

BJ DOER/INVESTOR 

target - 

SECTOR 

VALUE 

SIQtin 

COMMENT 

New era 6awna 

BT (UK)/AT&T (US) 
Tdefdnk» (SpaW) 

Tatesp (BrazlJ - 

Telecoms 

S5bn 

Leads consortium 

Continental (Gennany) 

unitof nr (U^ 

Auto pals 

SlJbn 

W-tech ctive 

PhWps (WtencW 

ATL Utrasbund (US) 

Diagnostics . 

. $8O0to 

Reinvasting starts 

BT (UK) 

Blnartang (Matsysfa) 

Telecoma ■ 

S412m 

Ons-thW state 

PWrobm (Braz^ 

Untt of Lasmo (UK) 

OV & gas 

8151m 

Colombian sale . 

Skartdia teawancu 

-Unit of Hlbomtei 
(ir^ncir 

insurance 

S51m 

StrataaJc cfeposaJ 

Tdnwx (Mexico) 

ProtSgy (U§ 

Teiecoms 

S4Sm 

Internet buy 


AFS (Norway) ’■ 

Secuhy 

842m 

Inotuslve after . - 


CJS (Swittort * .. 

PrtnOng; 

. S20m 

Overseas debut , 
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to FMSIGm (558.4m) In toe 
first six months - down 
from FMSlOm last ' time - 
even though sales fell only 
modestly from FM9.44bn to 
FM&Shh. 

• Officials said profits had 
been undermined by lower 
selling prices for copper and 
nickel, down 30 per cent 
year-on-year, and a 14 per 
cent tell in the price of zinc. 


At toe same time, the Asian 
economic crisis reduced 
growth in metals consump- 
tion. 

“The markets are regain- 
ing balance in the wake of 
the Aslan crisis, but no clear 
change for the better Is 
expected in the next few 
months,” the company said. 

Of the group's four divi- 
sions. the heaviest decline 


was reported m base metals 
where profits fell from 
FM4T«6m to FMSTra. 

Operating profits also fell 
sharply in copper products 
from FM320m to FMl26m. 
but rose slightly in stainless 
steel from FM256 ri to 
FM266ra. In technology, the 
smallest division, profits fell 
from FMMm to FMt4m. 

Excluding inventory 


losses, however, underlying 
operating profits declined 
from FMTSOm to FM742m. 

Outokumpu said the dis- 
torting effect of inventory 
losses would be reduced in 
future by a change in 
accounting procedures, 
whereby slocks would he 
valued at prevailing selling 
prices at the end of each 
accounting period rather 


than revalued on a daily 
basis. 

“By doing this, these 
inventory losses will not 
occur in future." the group 
said. In llte first half of this 
year losses minced earnings 
from FM.VJ0 to FM1.7K 

Outokumpu's most com- 
munlv traded A stem’s ruse 
FM1.7U to FMfil! m Helsinki 
on the anuouncenu-nt. 


RANDG9LD 

:M‘i .. V c E ’ S 

Incorporated in Jersey. Channel blonds Reg. no. 62686 

REPORT FOR THE QUARTER ENDED 30 JUNE 1998 


HIGHLIGHTS OF THE QUARTER 

• S y am a • 

■ Spmi 1 mcowtfeBy eoowwbsiowd. 

Power supply Hihyi b»v» Im pacted op production. 

■ Syoma II — p»«i p wpe iw w on schedule. 


• NoHh to go to bankable feasibility. 

• -Low gold price delays decision on Louto. 

• Golden Ridge b«ing reviewed. 

• longon results encouraging. 

• Exploration continues to add to the resource base. 


Randgoid Resources has 1 9.8 mHBon shares issued as at 30 June 1 998 


ussooo 


:ONSCLlOAT6D INCOME STATEMENT 


Quarter to 
30 June IMS 


Quarter to 
31 Hardi 1998 


Sales and odwr Income 


9 719 


8 153 


Sales 

9 290 


7474 

bnarestandothir 

499 


479 

Operttfogeosa - .... 

15308 

15 786 

Cash operating ooca .. 

9840 


10404 

-Dapretladdn 

..4 532 


4794 

-nowmes inu rnjiniif • 

OrWexpeoses 

432 

284 


513 

75 

-C^xraifog lots ... 

5519 

7633 

&p|pnbon _ 

. 4374 - 

5714 

fooreet payable 

.583 

457 

Cass for period 

10 474 . 

13814 

tealfon ■' • — 

74 

91 

Loss after taxation ’ 

10 552 

13 905 

Mnbrhylncerwt* . . 

AM) 

9854 

Anribuabie loss 

9343 

23 759 

| CONSOLIDATED BALANCE SHEET 

UmwStod 

- 

Atxited 

US$000 - .- 38 Jane I99S 

31 Mncb 1998 

font! 

<teh • 

232S 

7551 

tiecehablas .' 

9SI5 

10202 

Iw»afo . j, 

27 493 

20543 

” . - ’ 

39834 

38 294 

Propeny. pfarc and etpdpmenc - net 

Deferred charges' - 

129 042 

13 347 

125290 

16938 

r- 

182 245 

180524 

UMtfox ’ ’ ’ 



Aooonpta pmobie and jjxrnab 

Loagxann Abe -hohlng company 

14 294 

II 476 

19 108 

11302 

Loans from outside shareholders 
.-htfiMdriries 

lra»RW of WJulde sterehoiders la 

- I8KZI 

17 167 

' wbridbries' fosses 

(10 774) 

19564) 

SureboidoT- teids • 

140 794 

150 143 


182245 - 

180524 


San 40 

137 

145 

8 

65 

San 41 

1Q7 

183 

76 

IS 

San 42 

82 

97 

IS 

4.9 

San 43 

146 

160 

14 

so 

San 44 

132 

186 

34 

58 

San 45 

I3S 

153 

18 

2.9 

San 46 

157 

192 

35 

1.7 

San 47 

. 107 

179 

72 

4.7 

San 48 

129 

145 

16 

69 

San 49 

0 

153 

• 153 

IJJ 

Sbi50 

135 

145 

10 

13 


* Borehole deepened damg ftae XL 

The mnenfiied body was extended east and north dtmg tha current phase of dn!8n& The 
body ■ tal open m the NE. E and SE. A foonh plate at dnBmg wfl commence m 
October I99B. 

Sued on the new driinj rends*, a new resource etnmnt has been ornod out The resuhs 
are obuheed below: 


Sen Deposit Resource 

Tons (Mt) 

Gold (git) 

Ounces (Mox) 

Mfcmad 

Inferred 

1058 

SJ4 

4.79 

103 

153 

056 

T6ai 

1632 

4.17 

XI6 

Based on a Whole epamum pa the reserve estimate using the bxhared resource only a as 
fofoet 

Cetegnry 

Tons (Mt) 

Gold (gft) 

Ounces (Mox) 

Probable 

9.99 

438 

157 



OPERATIONS 



Quarter ended 

barter Bided 

SYAMA 

30 June 1998 

31 March 1998 


The results of a pr*-feuMty study, bead on a u t at menc rate o 1 150 000 tons per month, 
pve ana present vabe at a 7Xdoooimnteo( US$101 ndbon oer a fnc and a haV year Us 
of pa x a cash con of US$1 18foa based on a pdd pnee ol U5$3IQfoz. The pro|ected mental 
rate of returns 4HL 

A &S bankable fcasMcy study has been attend and h expected to be completed by March 
1999. 

LOULO -WESTERN MAU 

A number of production and ore treatment scenarios have been conplettd under feasMcy 
study conditions. The best scenario & to treat the ore In a OL plant Akhoi^h die mtntt 
cash cost ol production ts USCQSta. the returns on capital at die current pM price do not 
meet die company's horde rate A cold pnee of USS350 per ounce or an addoonal ruerve 
umdartD the Yaka depots o required for a production decMxv 

Rotary Air Bhst (RAB) and Reverse Cecubr drlUng (RC> undertaken at da {taboo target 
hae defecated three irmeraDsed zones, fiaboto is located 12 lufatnet r es north of the Ydea 
deposit on die same gold beanng structure. 


Tons mtoed (000*) 
Or* Bans mbml (u0K> 
Gradagt 


Imp-processed (0001s) 

Ore grade mted 


. Awnfi price racebod | 
Cisb cost per ounce r 
.Cash up a rit^ i 


15000 


4*82 

384 

3A0 

254 
<40 
B3 
30 954 
300 
319 

(■Ml) 


4537 

243 

4JJ2 

232 
4.13 
81 
24 961 
299 
417 
(3443) 


Target 

Strike Length 
metres 

Width Range 
metre* 

Grade Range 

S * 

Northern Zone 

500 

20-60 

1-3 

Central Zone 

400 

20-30 

3-5 

Southern Zone 

tooo 

10-20 

* 1-25 


COMMENTS 

The first phase of the Smma expansion and cost r edrawn pr og ram me was successful; 
mnwetdo ned in )ane awio m h power supply dates sube e q u en d y impacted on production 
tod -far JO ifes nroed die stoppage of die fioodon and nyhd eirants which reduced mil 
throt^hput and aHectod die rustics of an otherwise improved quarter. 

Dete**> AsmnMorbgaf addMonri power supply persisted km July and arc being 


.. Another record lor eons mbed in the qurtK 

*■ Capkri spen di ng In dw quarter amoimed to $8 mBon and die (rsc ragrmd mil and 
is- . -*. ■ tead en dradt vmre oommittioned on time. suooessfufly.'TTie second ngrtnd mffl has 
'• been la rntate t ooed and 2 ad d rt ond gnnen were purdased. 

Peter JOrarec pradoudy mnager a Astaseft Obiast Mine tefleia has bom a p p oki tedes 
- thonew toi teHg Dbector of Somby SA. end General M a n age r of Syama with eftrs from 

••.-•; m . 

, '.. The Syeme heap leach project viJ be aw ar ded no a MAEOfKappa Qtatey Joint Vfereure in 
• Vdib next quras 

•fimSpira aaphdprapanxro ima d ni odu^brfJcnmnibBq n kgte t * ><OTbt!r ^ 

.■^^yjee^Co n dwi n d.li u pr ii mcmtlnc v arado ro bferecasc. 


| PROJECTS | 

MORRA- 

SOUTHERN NAU 




The third phase, 25 hole diamond drfifeg unyamnw on the San deposit, las ten 

completed and the rends an tabtduod below: 




TABLE OF SAN DEPOSfT BOHfHOUE RE5UUS 




Intersection 


Borehole 

from 

To 

Width 

Grade 

No, 

. metros 

metres 

metres 

S* 

"Sen 21 

190 

241 

51 

42 

San 26 

103 

129 

a 

32 

tei 27 

127 

143 

16 

is 

Sen 28 

136 

148 

\i " 

1.4 

San 29 

0 

31 

31 

25 

5m 30 

0 

Si 

31 

102 


- 79 

120 

41 

15 

&UI§I 

86 

151 

65 

7J 

Ski 32 

126 

173 

47 

2.1 

tel 33 

151 

195 

44 

6J 

San 34 • 

116 

154 

» 

5J 

5m 35 

113 

191 

78 

4.9 

San 36 

147 

164 

17 

IB 

Ski 37 

97 

175 

78 

66 

tei 38 

40 

63 

23 

17 

5» 39 

139 

181 

42 

52 


Baboto is one id the six pnonty nr yts. wtach wdl be the focus of tether expioraoon work 
dureig die iordtccmlrg Grid season. 

GOLDEN RIDGE PROJECT - TANZANIA 

FeasMry work at Gcfden fOdge has been completed!, fat terms of sue des project now ranis 
third ixhmd Morda and Lo*4ol In view of this the company a ravenwg a continued 
pertxpaoon In this pro te ct w«h n fonw venture partner: Pargea Goldfields Inc. 


EXPLORATION ACTIVITIES 


MALI 

ReporuJ work on die Moria p ermit has fathered four pte SDpph soil anomafes with 
sgndkaia dmienslons {SOD metre x 500 metre! and similar g eological settsigs to San depOK. 
These wil be followed up during die next field season conunencmg October 1998. 

The c o mpan y has signed a Jam Vbmn Agreement wah Oxford Resources to undertake 
exploration work on the Selou Permit. Sebu b based director south ef the Louto tosek. 
In t erpret at i o ns <4 landsar and geophyacs ton fi r ni e xtension of die structures at Loufci 

CfiTEDWOMI 

At the Tongon prospea. hfiefe Peruxt a 4 000 metre RAB/Areore dnlmg programme ei In 
prevw*- Trentttnt and pohig h»e confirme d unonuous ratnenfisadon at uxfatx over a 
I £00 men softe lengdi wnh nnufople goM bearing urea m a 100 metre wide zone gradmg 
b eo w e ro I and 6fft 

Trending rends recawed hum Scgsata confirm that gold ntHierafaation a located wohm 
nadqde quara porphyry anks. These orand mer plus one kilometre nrim lengths and 
returned grades rafqptt htm I to 4^c over widths of 4 to 30 metres. Further work u m 
progress on thoe oigeo. 

The company has sgned a heads of agreement with OcOdentd GoM to underafo m tpforatfon 
on two penrets (I 91 liens 2 ! in dwliiigrda region. TT» permastoou on the extenpen of the 
Syama Bait adjust: to the totes border. 

OTHER - 

In Tanzania. Scnepl and Burfona Faso ex ptoradon aohnoes focussed on genera trie work 
inwSwng GB studta and cwn geofopol due dAfencK. 


1. toter mti onad Fhieute Corporation 
AS documerewxi refaong to the $25 mBbon loon is Syama by dw Imnaeonal Ftawica 
Carporaaon has teen CM^deted and slpied. The loan b being drawn down 

2. Hedpng of Syama "s Production 

A cnn£tm of the ken (ram the foienaifonal finance Corporation is dw requirement 
dne Syama secures gold price protection on 50K ol Its production twer the next 3 yesn. 
and pbnsareinhindia i m pla iw i n the hedging pregramnw. 

On befadf nf ftwdgoW Resnuces limbed 


RARKdbUe 

Qwrman 

3 August 1998 


DH Bristow 
Managing Director 
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Roche wins EU 
approval for 
weight-loss drug 


By William Hall hi Zurich 

Roche, the Swiss pharma- 
ceuticals company, has won 
European Union approval to 
sell Xenicai, the first of a 
new type of weight- loss 
drugs. The clearance could 
help it restore its reputation 
after recent setbacks. 

Xenicai is the best- known 
of several potential block- 
buster drugs which Roche 
plans to launch to revive its 
flagging sales growth. 

Xenicai 's US approval has 
been delayed by at least a 
year for more tests and 
Roche recently had to with- 
draw Posicor. a powerful 
heart drug, because of 
adverse side effects. 

More than 200m people 
suffer from obesity and some 
analysts believe Xenicai 
could become Roche's top- 
selling drug. 

The US, where more than 
S30bn a year is spent on 
weight-loss products, 
remains the key to Xenical’s 
success. However, its launch 
there is being delayed for 
more studies on its potential 
links with breast cancer. 

Europe is the second big- 
gest market for weight-loss 
drugs, and the EU approval 
will be seen as a vote of con- 
fidence in a drug which can 
achieve an average weight 
loss of 10 per cent within one 
year of treatment 

Franz H uiner, Roche chief 
executive, who also heads 
the pharmaceuticals divi- 
sion, says Xenicai offers 


patients a "real opportunity 
to lose weight and keep it off 
in the long term". 

Over the past month 
researchers in Sweden and 
the US have also reported 
that Xenicai. in addition to 
promoting weight loss, 
reduces cholesterol levels 
and helps diabetes sufferers. 

Xenicai, a lipase inhibitor, 
or fat blocker, differs from 
other weight-loss drugs, 
such as appetite suppres- 
sants, by acting through the 
gastrointestinal tract rather 
than brain chemistry. It pre- 
vents the absorption of up to 
30 per cent or fat 

A Roche- financed study at 
the Baylor University's Ruth 
Collins diahetes centre in 
Dallas said this may be one 
reason why it also helps pre- 
vent diabetes. Some SO per 
cent of ibe 15m diabetics in 
the US are overweight. 

Xenicai. which will be sold 
by prescription and is 
already on sale in east Asia 
and Latin America, will be 
introduced in Germany, 
France, the UK. Austria and 
Finland in September. 

Roche believes it will win 
full approval from the US 
Food and Drug Administra- 
tion by the first quarter of 
1999. 

Analysts’ expectations of 
Xenical's potential sales 
vary between SFr450m and 
SFri.Sbn ($302m-$1.2bni by 
2002. Roche’s non-voting 
securities rose SFY250 to 
SFrlG,050 on Friday, follow- 
ing the EU approvaL 


Nireus Chios 
raises Dr7bn 


By Kerin Hope fit Athens and 
Vincent Boland in London 

Nireus Chios of Greece, one 
of the leading suppliers of 
fish for the tables of western 
Europe, has completed a 
Drl2.4bn <S42m> offering of 
new and secondary shares. 

The money will be used 
for acquisitions in its main 
export markets and to 
reduce short-term debt 

The company, the biggest 
Mediterranean producer of 
fresh sea bream and sea 
bass, raised Dr7bn in an 
offering of new shares to 
domestic investors. 

Existing shareholders sold 
another tranche of shares to 
international investors for 
Dr5.36bn. 

The transactions have 
raised its market capitalisa- 
tion to about $106m and 
enabled Nireus to transfer 
from the over-the-counter 
market to the main board of 
the Athens stock exchange. 

The 2m shares in the 
domestic offering were 
priced at Dr3.5iXi each: the 


1.5m shares in the interna- 
tional tranche at Dr3,575, a 
slight discount to their clos- 
ing level last Friday on the 
ASE. 

Bankers at Nikko Europe, 
which was lead manager for 
the International tranche, 
said the shares were placed 
with institutions In Italy, 
Germany and the UK. which 
are the main exports for 
Nireus produce. 

Nireus wants to use the 
proceeds of the offering to 
open up new markets for its 
produce. 

Its six farms and hatch- 
eries around Greece account 
for almost 40 per cent of out- 
put. This year it expects to 
produce almost 4,000 tonnes 
of farmed fish, including sev- 
eral new species. 

Like other Greek aquacul- 
ture companies, Nireus 
wants to reduce its depen- 
dence an growing bream and 
bass, which is mainly 
exported to Italy. The sector 
is rapidly consolidating as 
production increases and 
prices fall. 


Alcatel responds to the challenge 
of the fast evolving telecoms sector 

Fierce competition has replaced cosy relationships, writes Alan Cane 



Market 

movers 


Alcatel is quitting its 
cramped headquarters in 
Paris's Rue Emeriau later 
this year for smartly refur- 
bished offices off the 
Champs-Elysees. 

The move symbolises the 
transformation of the vener- 
able telecommunications 
manufacturer from the con- 
ventional business of fixed- 
wire telephony to a new. less 
predictable world where data 
transmission and wireless 
services are the driving 
forces. 

It has been rewarded by a 
more than 60 per cent 
increase in its share price 
since the start of the year. 
The rise was halted recently 
after brokers responded pes- 
simistically to weaker than 
expected first-half results. 

The 3.4 per cent slide was 
a sharp reminder that tele- 
coms manufacturing is a 
harsh environment with no 
room for the cosy relation- 
ships which were once com- 
mon between national opera- 
tors and their traditional 
suppliers. Market liberalisa- 


tion means there are new 
customers and new rivals 
anxious for their business. 

Three years ago. however. 
Alcatel, once Europe's larg- 
est telecoms equipment man- 
ufacturer, was in no position 
to exploit these new commu- 
nications markets. It bad 
just incurred the largest pre- 
tax loss in French corporate 
history - FFr26bn CS4.4bn) - 
and its chief executive had 
resigned during a scandal 
involving overcharging of 
customers and misuse of cor- 
porate funds. Today, how- 
ever, recovery seems well 
under way. Net sales of 
FFrl85.9bn and pre-tax prof- 
its of FFrATbn last year are 
the rewards for drastic 
restructuring which has cost 
30,000 jobs since 1995. 

The company has returned 
to growth with turnover in 
1997 15 per cent ahead of 
1996 and profits before tax 71 
per cent ahead. It still 
expects doable-digit growth 
this year in spite of yester- 
day's disappointing figures. 

The third largest telecoms 
manufacturer in Europe 
behind Siemens of Germany 
and Ericsson of Sweden, it 
has in the past month 
reinforced its position in 
North America with the 


planned S4.ibn purchase of 
DSC Communications, a US 
company with strengths in 
digital switching, access 
technologies and transmis- 
sion. 

Serge Tchuruk, the 60- 
year-old architect of 
Alcatel's rejuvenation, 
believes growth is the most 
important element. “If we 
had not grown at this rate 
we would have had to have 
much more restructuring- As 
it is. we believe the company 
can grow faster than the 
market." 

The speed at which Mr 
Tchuruk, appointed chief 
execntive in 1995 at the 
nadir of Alcatel's fortunes, 
has managed to turn the 
company around suggests 
two things. First. Alcatel 
remained a world class man- 
ufacturer with strengths in 
important technologies 
waiting to be exploited. Sec- 
ond. that Mr Tchuruk is an 
unusually focused and per- 
suasive manager. 

“We had to change from a 
situation where Alcatel was 
serving one major customer 
- the incumbent - in each 
country to serving many 
customers, each one compet- 
ing against the others." he 
says. It meant both struc- 


tural and cultural change. 

The company's core 
strength in telecoms was 
being dissipated through 
expansion into everything 
from rail track construction 
to network operations. This 
last sally brought Alcatel 
into competition with Its 
customers. 

Mr Tchuruk, a petrochemi- 
cals expert, set about learn- 
ing the telecoms business. 
He says without irony: "1 am 
not one of those fortunate 
people who can run a com- 
pany without being’involved 
in what it does." 

The recovery plan 
involved the disposal first of 
the group's press, publishing 
and network operations. 
Most of Alcatel's engineering 
and systems activities were 
devolved to GEC Alsthom, 
the joint venture with GEC 
of the UK. 

The decision was then 
taken to float GEC Alsthom 
on tiie stock market 

Today, some 85 per cent of 
the group's business is In 
communications, split 2:1 
between telecoms equipment 
and cables and components. 

Mr Tchuruk says: "The big 
trend is to broadband (trans- 
mission systems capable of 
transmitting the information 


Serge Tclwaulc architect of Alcatel’s rejuvenation 


superhighway) and Alcatel 
is one of the companies best 
positioned to capitalise on 
this trend. We would like to 
be known as the 'broadband 
champion'.*' 

The group has some way 
to go, however, before it 
regains its former pre-emi- 
nence. It remains less effi- 
cient than its rivals. Mr 
Tchuruk calculates that its 
operating margin is <l per 


cent while Lucent and Erics- 
son are running double that. 

Cisco Systems, the US 
company which leads in data 
transmission, has an operat- 
ing margin of about 12 per 
cent. 

“My ambition.” Mr Tchu- 
ruk says, “is to be able lu 
tell our people that we have 
reached the level of profit- 
ability or the key players lu 
the industry." 


INTERNATIONAL BONDS 0TB CONTRACT MARKS TURNING POINT IN MARKET'S DEVELOPMENT 

Europe’s first corporate bond future launched 


By Edward Luce 
and Vincent Botamd 

The Deutsche TenninbOrse, 
Germany's derivatives 
exchange, last month 
launched Europe's first ever 
corporate bond future. 

The contract is based on 
the pfand brief, a peculiarly 
German asset class which is 
collateralised against a pool 
of mortgages and public sec- 
tor loans. 

In spite of the unusual 
nature of pfandbriefe - they 
do not strictly qualify either 
as asset-backed bonds or as 
conventional unsecured debt 
- this marked a turning 
point in the development of 
the European bond market 

With the approach of 
European monetary union, 
bond investors are looking 
for new assets to replace or 
supplement their traditional 
reliance on government 
bonds. 

With almost DMl,30Qbn 
l$731bn) in outstanding 
pfandbriefe, the German 
asset class could act as an 
obvious "surrogate” for gov- 
ernment paper. 

Indeed, there are more out- 
standing prandbriefe than 
German government bonds 
in Lhe market 

Only Italian government 
bonds outstrip pfandbriefe 


in terms of volame. This, 
however, is where the paral- 
lel ends. 

Unlike government debt, 
most pfandbriefe are illiquid. 
“Classical” or small-scale 
mortgage-backed pfandbriefe 
are generally stuffed away 
until they mature. 

This makes it difficult for 
investors to arbitrage the 
market and to derive value 
from the asset class. 

This is why turnover in 
tbe DTB's pfandbrief future 
averages just 3,000 contracts 
a day, compared with mare 
than 300,000 for its future on 
the 10-year German govern- 
ment bond (bund) or over 
100.000 for the future on the 
Bve-year German govern- 
ment bond (Bobl). 

However, both US and 
German investment banks 
are working hard to inject 
liquidity into this potentially 
enormous European asset 
class. 

“The pfandbrief future is 
not yet liquid because the 
cash market is still pretty 
illiquid, " said a banker at 
Goldman Sachs. 

“But the cash market is 
changing and tbe asset class 
is becoming international, so 
we expect the picture will 
look very different 12 
months from now." 

The answer lies in a rise in 


10-yea’ benchmark Bond Yields 

ter cm 

6.5 


— ux 


— lay 



the issuance of jumbo, or 
big, pfandbrief bonds. 

The first jumbo was 
launched in the German 
domestic market in 1995 in 
response to changes in 
German investment regula- 
tions which made German 
government bonds more 
attractive vis-a-vis compet- 
ing securities. 

In response. Germany’s 
pfandbrief issuers - mostly 
mortgage banks and Landes- 
banken - attempted to boost 
tbe liquidity of their debt by 


increasing the volume of 
individua! issues. 

In addition, they intro- 
duced a proper market- 
making facility to guarantee 
a continual bid/offer spread 
in the paper. 

The volume of outstanding 
jumbos has grown to about 
DM325bn, or roughly a quar- 
ter of all pfandbriefe. 

Over the past two years - 
and especially ' In the past 
six months - borrowers have 
been replicating this 
strategy in the inter- 


national bond markets. 

One or two or Germany's 
larger borrowers have issued 
bonds of up to DM4bn to 
European and US investors. 

managers such as Gold- 
man Sachs and Commerz- 
bank have guaranteed to 
provide a secondary market 
in the paper. 

Officials say the interna- 
tionalisation of pfandbriefe 
will also be boosted by the 
growth in German public 
sector lending to non- 
German borrowers. 

“With the arrival of the 
euro, it will make no differ- 
ence if an issuer is lending 
to a local authority in Portu- 
gal or Finland. 

That means tbe investor 
base should expand also and 
provide the basis for expan- 
sion of the pfandbrief mar- 
ket," says Peter Fertig at 
Dresdner Klein wort Benson 
in Frankfurt 

Non-German interest in 
the pfandbrief market has 
risen sharply since the 
beginning of last year, and 
has been boosted considera- 
bly in 1998 with the launch 
of a series of jumbo issues 
by Deutsche Pfandbrief- und 
Hypotheken Bank (DePfa). 
the public sector lending 
bank. 

So far this year DePfa bos 
raised about DM25bn in a 


series of jumbo issues from 
its target of UMtHdm 
DM4dbn, according to Ger- 
hard Bruckermann. DelTa 
board member. 

DePfa has been attempting 
to turn the pfandbrief mar- 
ket into a benchmark for 
European bond investors 
after monetary union, and 
the market has been 
modernising fast this year in 
an attempL to achieve that 
status. 

But analysts say that 
there will not bo a genuinely 
liquid market in pfandbricie. 
or in the DTB’s futures con- 
tract, until a liquid repo 
market has been established. 
Repos are repureluuse agree- 
ments which allow the inves- 
tor to trade securities they 
do not own. 

Most government bond 
market*: are made liquid by 
the existence of a strong 
repo sector. 

Here again, investment 
banks are starting to offer 
marketmaking facilities in 
repos to help stimulate 
liquidity in the bonds. 

“A liquid and efficient 
repo market is the key for a 
transformation of the jumbo 
market via its future Icon 
tract I into a ‘Bund-like - one.” 
Deutsche Bank said in a 
recent report on the pfand- 
brief market. 



NYSE Symbol: SAP 
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This announcement appears as a matter of record only. 
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NE WS DIGEST 

nWANC IAL SERVICES 

GE Capital to buy 
Kemper Reinsurance 

GE Capital, the financial services aim of General Beddc. ' 
tsbuying Kemper Reinsurance in a move which continues 
™^nsoJdaBon of the global reinsurance industry! Terms 
S TP? <*»*»ed. although reports Indicated 
tn« GE Capital had paid about SSOOm. 

GE Captal already has extensive reinsurance operations, 
■ncjwing its Kansas City-based Employers Reinsurance 
cm/ * si0n - The business changing hands has 293 employees- 
and annual revenues of $807m. with offices in Canada. 
Belgium, Australia and Singapore. 

The deal follows several otter reinsurance acquisitions In 
[scent months, led by the £22bn acqusfttan of General 
Re the largest US reinsurance group, by Warren Buffett’s 
Berkshire Hathaway. John Authors, New Yolk 

BREWING 

Sapporo triples in first half 

Sappo ro Breweries, Japan's third largest beer maker, said 
profits had more than tripled In the. first half of the year, 
although sales slipped by &2 par cant 7he performance 
exceeded market expectalions, as beer shipments have 
fallen in recent months in response to shrinking of domes- 
tic demand. Net profits jumped from.Y1.28bn to Y4.62bn 
(S32m), on sales down to Y2 54.1 bn. 

The company expected a retun to profitability this year, 
but revised its earnings estimate down sharply from Y12bn 
to Y1.5bn. The group also lowered its sates forecast to 
only Y630bn, down from Y685bn. Last year, turnover was 
Y658.9bn. Alexandra Harney, Tokyo 

HANG SENG BANK^ 

Cheng appointed chief 

Hang Seng Bank, the Hong Kong subsidiary of HSBC 
Holdings, has abandoned its search for a chief executive 
and permanently installed Vincent Cheng, who had been 
acting in the rote for four months. Mr Cheng took up the 
reins in March after the sudden departure of Alexander Au, 
who quit to join Standard Chartered, one of HSBC's main 
rivals in Asia. He has since resigned from the new post 
Louise Lucas, Hong Kong 


NErafflJLANDS^ 

Buhrmann advances 11% 

Buhrmann, the Dutch trading company until last week 
known as KNP BT, expects earnings per share to rise 
12-20 per cent this year, following the sale of its produc- 
tion activities in paper and packaging, it said the growth 
would come manly in the foiath quarter, when it under- 
takes a capital reduction exercise. First-half net profits 
were 11 per cent higher at FI 152rrr ($75.8m), or F1 1.39 a 
share compared with Fll. IB. These included a five-month 
contribution from Kappa Packaging, sold in a buy-out led 
by CVC and- (Savon. Net earnings on operations for all of- 
1997" were FI 2.80/ although special charges wiped out all 
but 1 0 cents of this. Gordon Cranrb, Amsterdam 


By Fatten Boldnri 
Pakistan’s shares prices 

begin another week of uncer- 
tainty today, as equity inves- 
tors remain sceptical about 
the country’s ; investment 
outlook- in the aftermath of 
its first ever nuclear tests on 
May 28. 

The first sign of an waging 
of western sanctions. In the 
wake of Washington’s deci- 
sion. not to block IMF loans 
to Pakistan, has helped to 
prevent a further fan in the 
KSE-100 index, though it has 
yet to bounce back strong l y 
after suffering one of its 
worst falls ever. . . 

The index dosed at 920.48 
points on Friday, just over 4 
■per «mt higher oh the. week, 
in a sign of returning confi- 
dence. However, the Index is 
still almost 40 per cent below 
its levaT on May II, when 
neighbouring India con- 
ducted nuclear tests which 
triggered a security crisis in 
south Asia. Since then, 
many investors have placed 
sell orders in expectation of 
further instability. 


They may not feel encour- 
aged to return' just yet. 

Many analysts say last 
week's relative stability does 
not mean, the worst is over 
and they will be closely mon- 
itoring developments on two 
fronts. 

The country's foreign, pol- 
icy, especially the decision 
to sign the comprehensive 
test ban treaty, under pres- 
sure from Washington, may 
help to bring a return of 
investor confidence, though 
nationalists are certain lo 
attack the decision, and 
denounce it as a sell-out. 

For analysts, the next step 
would be equally if not more 
significant for the fragile 
economy whose outlook has 
weakened considerably since 
Pakistan's nuclear tests. 

The restoration of Interna- 
tional capital flows, led by 
multilateral loans, invest- 
ments and remittances from 
the country’s overseas work- 
ers, In return for-yielding on 
the nuclear front, would be 
the surest way to stave off 
an impending foreign debt 
crisis. 


rattan 
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One measure of that weak- 
ness is a sharp fall in liquid 
foreign exchange reserves, 
which are now sufficient to 
finance only two weeks of 
imports, down from twice 
that amount on May 2 S. The 
fall is driven by worries that 
anti-nuclear sanctions 
imposed by western coun- 
tries would push Pakistan 
toward default. 

Last month’s decision by 
Standard and Poor's to lower 
Pakistan's foreign currency 


rating by two notches., has 
not only confirmed the seep 
ticism. but also given it fur- 
ther impetus. 

“The next two to four 
months for Pakistani stocks 
would be erratic*' said Ibra- 
him Masud. chief analyst at 
Karachi's Khadim All Shah 
Bukhari brokerage. “Thrrt- 
will be feelers of hope which 
would push prices up but 
then there will also be 
moments of anxiety". 

Mr Masud shares the con- 


cern of many analysts that 
much still depends on Paias 
tan's ability to tackle Its 
debt crisis. In spite of an 
apparent easing of Washing- 
ton’s posit inn on the IMF, 
that alone is no guarantee 
that the country has been 
saved from default. 

Low liquid foreign 
exchange reserves, a possi- 
ble fall ill foreign investment 
and home remit tanres from 
Pakistani workers overseas. 
Imvt* tcwlher triggered anxi- 
eties on how far Pakistan 
would be m a position to 
repay more than &bn due in 
debt payments (luring the 
next 12 munths. 

Many analysts s.ii the risk 
attached to the future of the 
Rupee has also increased 
shorpiv. The Huixv is new 
trading in the upon market 
by more than HO per cent 
below the official rate, ikwn 
from a traditional gap of r. to 
9 per cent. 

“In this environment, tlx* 
exchange risk fur ni.irki-t 
mveslors has Ix-cumc consid- 
erable. ’’ said A in mar Ah 
Qureshi. equity analyst at 


HSBC's investment bank in 
pakisLin. “The best time fur 
investors to come in may be 
if Pakistan dcfaulLs, because 
then, the market will hit a 
rock bottom “ 

However, even in adver- 
sity, many mh* emerging 
opportunities. According to 
Mr Qureshi: “There are sec- 
tors where you can't go 
wrong such os oil marketing 
and fertilisers". He argues 
that P.ikistiin's economy, 
which relii , s heavily on agri- 
cultural output, would need 
to step up its crop produc- 
tion tu lower its import bill 
and oil would have to fluw in 
to keep industry going 
Hence, companies m these 
two sectors must be among 
those wliuse outlook would 
remain relatively unaffected 
hy the evtmonilc collapse 
However, other cnmpanlt-s, 
especially those which are 
heavily dependent on raw 
material imports to remain 
in prodticimn would see 
their pmtits hit. as Pakistan 
is forced tu tighten its belt 
as it faces a deepening 
crunch 


BT and AT&T are 
confident of success 


PolyGram to develop 
European internet sales 


By Alan Cans 

It looks good on paper. But 
why do British Telecommu- 
nications and AT&T believe 
their as yet unnamed global 
joint venture will be success- 
ful when otters have failed 
to meet expectations? 

Unisource, oldest of the 
European alliances, lost 
$67.2m last year, most of 
which it attributed to its 
joint venture with AT&T. 
Losses at Global One, the 
alliance of Deutsche Tele- 
kom, France Telecom and 
Sprint of the US deepened 
this year and forced a 
chang e of chief executive. 

The first argument in 
favour of BT-AT&T is that it 
is a new alliance but built on 
the model of the old: Concert 
Communications, BTs jcflnt 
venture with MCI gf-tte US: 
FormaBy- launched - in Jane 
2994, the organisation has 


gone from zero revenues to a 
turnover in excess of £lbn 
(kl.fibn) and is expected to 
break even this year. 

Concert has some 53 dis- 
tributors, alliances and joint 
ventures. The split with MCI 
as a result of its merger with 
WorldCom will change some 
of these relationships. But in 
the important US market. 
BT has a non-exclusive dis- 
tribution agreement with 
WorldCom in the short term 
and a now a longer-term 
partnership with AT&T. 

Second, the BT-AT&T net- 
work will follow a single 
technical design with a sin- 
gle team - the technology 
unit - mwnwgtng its public 
correspondent network that 
reaches 237 countries and 
territories, and its managed 
networks with 6JW0 connec- 
tion points ' in. 52 countries 
cOyerihg'ahnost l.OOfr cities. 

Crucial is the common 


NOTICE OF AN ADJOURNED MEETING OF THE HOLDERS OF EACH ISSUE OF NOTES 

NOTEHOLDERS) LISTED BELOW 

NOTICE 15 IKAEBV GIVE* dm m ad]mnml Aieafca rfifer haWat»«f«X mm (A) Imr) oahfclidiofferitlw* vunilmmnakm Inanwnj; turn otminbk hm ih- 

oT ibr W, IM brfcr* (tb« AoM) irkwt bar U p (ikr MMlnnwl - ^pad&JnfllwW »f *c w ln nl 7»Ti^l AjrrtK-) ycM W—} Mnimtc a 

, ib-n^na mM drrrf faaid bcW (dir r»« Ond) «« b* bdd M ifar dun ki al bdnr prrta «p«iCc«! bcW m fpolm » pra* natundwl w m thr .Mrctnp « 

<MnfaiHi») m 3B Am»n wrfiwwtthfcwn**' 

Mk. PH Bn Ibt. bOWMia EdU^dm. BftYOP far dn «T Ac nfanH Prykif 4 pai) U krU mwoifar nr uAr 

"L if dMjfai Ih. vatuny Ifcr MktmfiLinmanlwnv BonUw hr nod or b. UmM b. . •kpounn koldn; ■h. far ihr paipM «f abnMap 


htib-refrwa miM bad brAw (dm fiiar Omd) «9I fat bddMifardna mol bdnr 
ll/mtna Oior) m 2D Ai^ui C—H| i Thwi C Vw 

IhL. PH Bn Ibl.bD VjaurU FmU^mw a. r^«»dw»B3V(gP fardw fmpatdmMaktg 

tm L if Ih. |i—> l>« Wj lt jwnwI i Mt y Ifa wladT 


CCTRMMIXNAIV RESOUillON 

THAT tht hfllJw ihr Vw rf ihc im w . w i in w l twlht Tw* if Unite] mil iln i wmiinifiln 

mairr - . faa r , ^ ^ 

Ann Savior b»lac*t ir r«M. M. KJ f|*m ™ ^ljniimrirf ■ Umip iiimk i .. n rf ki .Mnfcr.nl 

Canm Lonkrd *nw rlilirnwo awioMdb, ibrTrruDccd la pfasr rf ihr Ejteiqi tamd to • I 

Traiv ud hovU uiWir «bJ o< dir bma «nd ibr EOwtog Tmoro a nrmlt (»} ■ boUcr rf V«»li) fa drflrtdw fan nq by u mrnm ■•"N* ^ ffl**. 

Mffarei nrd esanr m «8 w* dwdc taornmma *a> « n»y be reaidcRd br k H be Iw p ny by ifaM Nwrfafaltr »■ fa dir qw rf m 

□raMrrcrrsnfiaK ka or acUond w ihr «|A«nuUM «l fall ecaan K «1 or •» ■» bAOf b, m nmn >|M> tffirrr^ xbr 

E»c* Wrom » OTTTMot by Hu IMtaf 1 n«rr. ««, ihr Tbr famaTyMn n» br (MhmrJtolbr ixilMaffinrgr. rlna 

1 k<m mpl»l br«d Uaafa»mi far adlHnrd ruck tomaf fa m «■ ia Tiwfar *r <br n4nM Ifayim- m on hrfav w boar aba iU hm brfan dr 

y aoyaph S tf falay anrf (biW| bScai . mar Knvi Isr ibr MmJag ,\bj bokbr ol Vnaf.J la drfeittvr bra rbirt a a nxjwnm 

b rth MMroai jn«fcT. Ur E«Uqf Tm-Jrr no opwo m Ar tot* — y by nolateWadbnxnv luvw anfaw 

afatepny-rai aiiaiSN a — ■ >■ ia aa a« to iryw»tBla*r fa tworewp . 1 * *0 Mrrno|!. 

Dirm/ii ’xjn *- lo rrtnlam m w* pc t) pgrrwi MorUoa uioOTod b. ito. Ni««nc. ikr qwn (v^mJ •> tkr 

. ....... . . iflpiBmcd M ml q n far ifcr i— B fjdk E i tyiwi i My Bcsohiitoii (dr Rrmkeum) in tt 

hi rvlaiUa ra aadi h-cofNto* b«fa«- afaow bM> ar aar prnw |nna boliny >onarni<h V asiiibMe.<«bnqiputoi<r 

kmrnaruiobl t « mb ibr prior affra*al br EuutolSwr Bcufadna Wlbr J - 

Ukfaft if ibaa hauroTlb* Narrv. AVAlL\BHJTV OF DOCVMEMS 

lwnv imi mnui-n la raWob to >ocb topr M %•» Bari U». *■ Ton DoJ nawonUaH dm tor rrMtoi 

V07TCAM1QUHVM mtoaao n*llna a rn^i and onto of ibr Tina Daw! i»y to tofwwd ai. aoJ 

1. InnrbliDotBiwbUrriMnnwaRlinifaoNBtor and nbnrd u ainn nay br ohatorl Iw Whoidn* bom. dar 

III a hofaW tJ V<r> rrin>o»l m rbdoJ 6»m -iOdoy lo anrad and u*r K ibe .UooiOff ta ^ndGodoffiraM olil» Mmb ^jia*.l*rai(-J rhm brkm 
HM aw pandoor aa ibr Mon* a valid <tolag omlOcaae or valid waiaR ortfcari u _~ 

THIS sonCE ES IMPORTANT. IF NOTEBOUWRS ARE IN ANT DOUBT AS TO THE ACTIO N THEY SHOULD TAKE THEV SUOULD CONSULT 
HUS WllU grroCKBROKER, IAWTBU. ACCOUNTANT OR OTHER PROFESSIONAL ADVISER WITHOUT DELAY. 

la tor Mil aT«a* ataacaicto. pfatae wtoto* rffacr RoWa Tfaaowaed °I71 SOD H7< I, Kara. VUmmum M7I JW STCf ar DaaU Wynne 0171 S00 STd* 

DESQUPTXnii OF DATE OK TMf. O f PA 1 TNL RmKlTlAH 

VfTlTO THLST MEETKC AGENTS AND TRANSFER 

BSTOl DGED AOENT 

Nociooal Rnaunciera &JNX 1 l-SSJOWXKW» CjHaMaHojto* 3DrW*r1993 1U0» vSff MaJttirTVw. 

Crand Cayman Brwicli Ralr Note* Aw DeeeMber 199B . . C-igmyrfNjwYarfa Ma^nCijr^TJito. 

BaamrfalwtiMwl Nrw York 

A LiatalnOT&A. ' TranrirrAfeab 

Ihma Cnamnly Treat 

GMwujar New York 
Bnoarla o(Dcr 
Bnqne Iwmiartoaal 
. a Lrttrvnbocry S-A. 


architecture or design of the 
network and ownership of 
the core elements. The part- 
ners will be able to guaran- 
tee service quality’ in a way 
that is difficult for members 
of less tightly-knit alliances. 

A new data network mang 
industry standard internet 
protocols is to be built in 
parallel with the existing 
network. When complete, a 
single network design will 
link BT. AT&T, the joint 
venture and the joint ven- 
tures partners. 

A third point is that the 
joint venture will be 
between two global groups, 
each with substantial cre- 
dentials. It would be 
unlikely a third party could 
make a bid for either of the 
partners in the way that 
WorldCom snatched MCI . 
from BT.~ The new part n er- ! 
ship' ts likely to be much I 
more stable. I 


By flflee Raw si boni 


PolyGram, the world's 
largest music group, is to 
extend online sales activity 
by selling albums and sin- 
gles by its recording artists, 
such as U2. Elton John and 
Sheryl Crow, over the inter- 
net in France and Germany. 

The development of inter- 
net sales is one of the most 
contentious issues facing the 
global music indust ry. At 
present, the online music 
market is in a fledgling 
state, but could be worth up 
to £L93bn worldwide, or 7 
per cent of total record sales, 
by 2005. according to Market 
Tracking international, the 
research consultancy. 

Several US record compa- 
nies. including Sony and 
Warner, added mail order 
facilities to their internet 
sites last year, but their 
European counterparts have 


been slower to dn so. 

European labels arc now- 
starting t» catch up. Cre- 
ation and Nude, the UK inde- 
pendent record companies 
which represent Oasis and 
Suede respectively, have 
unveiled plans to begin sell- 
ing over the internet this 
summer. 

Earlier this year. Island 
Records, part of the Poly- 
Gram group, became the 
first UK subsidiary of a mul- 
tinational music company to 
start internet sales. Polvdor 
Records (UK), another Poly- 
Gram-owned label, followed 
suit last month. 

Rick Dobbis, bead of Poly- 
Gram’s European music 
interests, said the group now- 
plans to sell from its French 
and German internet sites. 
All the PolyGram record 
labels in those countries 
have been given permission 
to start internet sales, but 


luca) management wtll 
decide when to start. 

Mr fiobbLs s,ud: "The inter- 
net still has a very small 
commercial impact on our 
business, but it will become 
more important to us in the 
future and wo need to build 
up uur skills in this area." 

Some months ago. Poly- 
Gram commissioned a wide- 
ranging study from 
McKhtscy. the management 
consultants, on the inter- 
net’s development. The 
study was completed iu 
June, but was put on ice fol- 
lowing Hie USSUMbn bid for 
PolyGram from Seagram, the 
Canadian entertainment 
group. 

Mr Dobbis said PolyGram 
was pressing ahead with 
local internet initiatives, but 
would watt until Seagram 
took control before finalising 
a comprehensive internet 
strategy. 
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Takeover’s day of reckoning approaches 


Deals on ittasis 


By Haig Simaman, 

Motor Industry Correspondent 


T hree months after 
announcing the world's 
biggest industrial take- 
over. executives from Ger- 
many's Daimler- Ben/ and 
Chrysler of the US are work- 
ing feverishly to ensure their 
deal will pass muster with 
regulators and shareholders. 

This week, their efforts 
will reach a peak. Two cru- 
cial documents will be 
released, providing much 
more detail about the deal 
than was available on May 7. 
when the two companies 
astonished rivals with their 
announcement 
The proxy statements due 
this week from the US Secu- 
rities and Exchange Com- 
mission and the “merger 
report" required under Ger- 
man law of Daimler-Benz 
and available from Saturday, 
will contain essentially the 
same information, packaged 
differently to suit US and 
German rules. 

Both will contain juicy 
details, such as how much 
the new DaimLerChrysler's 
top executives will be paid. 
And more important for 
shareholders and analysts, 
forecasts for sales and prof- 
its as well as details of the 
share exchange arrange- 
ment 5. 


The mammoth work invol- 
ved, however, is just part of 
the task under way to pre- 
pare Tor crucial meetings on 
September is, when the com- 
panies' shareholders will be 
asked to approve the deal. If 
they do, DaimlerChrysler 
could be formally consti- 
tuted before the year end. 

Before that happens, how- 
ever. a myriad technical 
issues must be resolved. 

Apart from this work, top 
executives from Daimler- 
Benz and Chrysler have been 
gathering regularly to dis- 
cuss decisive strategic issues 
- in spite of US law forbid- 
ding discussion of the details 
during the “quiet period" 
before shareholder approval. 

Detailed technical work 
for this week's documents, 
as well as the shareholders' 
meetings and formal closing 
or the deal, has been 
entrusted to a seven-member 
“core integration team”, 
drawn from both companies. 

ft is headed, for Daimler- 
Benz, by Radlger Grube. the 
group's boss of strategic 
planning, and by three 
equal-ranking members for 
Chrysler. The core team has, 
in turn, sprouted 11 sub- 
groups. dedicated to specific 
issues. Among these are 
preparation of the -merger 
report and the SEC’s F4 fil- 
ing, as well as broader 


Issues, such as accounting, 
equity markets and commu- 
nication. 

The sub-groups have been 
shaped by their topics. While 
all include Daimler-Benz and . 
Chrysler staff, their ranks 
have been swollen by out- 
side lawyers and accoun- 
tants. 

Although the overall num- 
bers are estimated at no 
more than 100, as in May, 
the work continues to draw 
on three leading interna- 
tional accountancy prac- 
tices, six firms of lawyers 
and four investment banks. 


E ach sub-group has a 
Daimler-Benz and Chrys- 
ler member acting as a 
rapporteur. They channel the 
findings each week to the 
core integration team. The 
core team in turn prepares a 
weekly “inventory” on the 
state oF progress for Jurgen 
Schrempp and Bob Eaton, 
the Daimler-Benz and Chrys- 
ler chairmen, along with 
other key executives, includ- 
ing Manfred Gentz and Gary 
Valade, the finance direc- 
tors. 

Much of the work is tech- 
nical and tedious. “It’s read- 
ing through kilometres of 
paper," says one member. 
The communications team 
alone has found the deal 
involves filing no fewer than 


21 separate reports to regula- 
tors. Other essential matters 
requiring attention Include 
preparations to fulfil filing 
needs for the 12 big stock 
markets around the world 
on which the new Daimler- 
Chrysler shares will be 
traded and the thorny issue 
of inclusion In important 
equity indices, such as the 
S&P5QQ. 

Curiously, broader strat- 
egy has received less atten- 
tion so for. The board mem- 
bers of the two companies 
paid each other two-day vis- 
its in July, but detailed mat- 
ters were barely raised. 

Instead, much of the time 
spent by Mr Eaton and his 
colleagues at Daimler-Benz’s 
headquarters in Stuttgart, 
and the return match played 
by Mr . Schrempp and his 
team at Chrysler’s leafy base 
in Auburn Hills, north of 
Detroit, was spent in “get to 
know you” social activities. 

Legal constraints have 
blocked more formal plan- 
ning. “Until we get share- 
holder approval, we can’t 
really begin to discuss the 
details of what we'd really 
like to do,” says one senior 
participant. Practically, too, 
executives say there is little 
point in getting down to 
details before the deal is 
approved. 

The second consideration 
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is control. Both companies 
want to be keep their fingers 
an the integration process to 
avoid duplication or leaks. 

Mr Schrempp and Mr 
Eaton have already written 
to employees telling them 
not to contact their opposite 
numbers across the Atlantic 
without permission from the 
core integration team. 
Travel to each other’s offices 
is strictly oerbatm without 
the signature of wiiiw chair- 
man. 

Such formalities have 
resulted in some faintly 
comic procedures. Daimler- 
Benz. for example, desper- 
ately needs extra production 
capacity for its top selling M 


Class sports utility vehic le , 
built at a new plant , in Ala- 


Among the company's 
options are to build the 
vehicle at Graz in. Austria, 
where Chrysler makes Jeep 
Grand Cherokee sports util- 
ity vehicles and Voyager 
people carriers for the Euro- 
pean market Rather than 
simply going ahead, how- 
ever, their “talks” have so 
far been conducted “at arm's 
length”, according to Mr 
Schrempp. “We have created 
teams which discuss mat- 
ters. *in principle* ”, he says. 

Participants say, however, 
the meetings have already 
had commercial benefits 


beyond their obvious ice- 
breaking role. The shmred 
experiences, notably when 
driving, have stimulated 
ideas and led to impromptu 
br ains torming on ways in 
which the two companies 
could generate greater syn- 
ergies fhan identified In the 
immediate merger talks. 


T rying to meld the corpo- 
rate cultures has been 
another big issue. 
Already. Mr Schrempp and 
Mr Eaton have spent much 
time thinking about the 
management implications of 
their deal for the next “two 
or three” layers down. 

Mr Schrempp, for example. 


has been reading u many 
books about mergers - felted 
and successful - M possible. 
“I've read at least SB, and I 
have other people reading 
others for me. - he says. 
“You can learn from the 
experience of others." 

A central finding Is that 
speed is essential. “If you 
don't make the beet of the 
first 12-24 months, you leave 
yourself the risk of tag trou- 
ble. To make the culture 
work, you have to move 
people very, very fast from 
one side to the other. You 
need to stow results quickly 
to convince people it was a 
good thing. That’s what 
we're discussing right now." 


US executives earn much more Optimism prevails at Chrysler 




,f*>r * 


.of .iflt 


By Haig Scmooian in London 
and NBdd Taft in Chicago 


Executive pay will be one 
of the thorniest issues at 
DaimlerChrysler considering 
the sharp discrepancies in 
compensation in US and 
European boardrooms. 

Last year, for example, the 
10 members of D aiml er- 
Benz's managing board 
earned DM20m (Slim) 
between them. Jurgen 
Schrempp, Daimler-Benz 
chairman, is thought to 
have made an estimated 
$i.5m-$2m. 

At Chrysler, by contrast. 
Bob Eaton. Mr Schrempp’s 
counterpart, was paid a 
base salary of Sl-6m 
and a bonus of 53m. But 
be made another 55.2m 


by cashing in share options. 

Nor was that type of remu- 
neration restricted to the 
Detroit company's chief 
executive: Mr Eaton was 
actually out-earned by Bob 
Lutz. Chrysler’s outgoing 
vice-chairman, whose salary 
and bonus reached 52.7m, 
but whose total tako-home 
package swelled by a further 
513m thanks to the exercise 
of share options. 

In total, the top five mem- 
bers of Chrysler’s manage- 
ment team took home about 
535m from salary, bonuses 
and the options pay-out 

Jurgen Schrempp, 
Daimler-Benz chairman, 
admits the question of com- 
pensation is difficult. He 
recognises matters are com- 
plicated by Germany’s more 


egalitarian corporate cul- 
ture, where boardroom rep- 
resentation for workers in 
big companies and a con- 
sensual corporate culture 
have militated against 
big pay packages for top 
managers. 

Mr Schrempp, (me of Ger- 
many’s leading proponents 
of executive share options, 
argues his country's culture 
will change. But be recog- 
nises the only way to make 
big pay packets socially 
acceptable is by linking 
them closely to performance. 

“One way is to reduce the 
fixed elements and raise the 
variable component by 
adding big performance 
incentives," he says. 

“One idea is to link part of 
the pay to the share price 


movement a gains t the index. 
The only trouble with that is 
that if the share fells, but by 
less than the index, execu- 
tives would still get 
rewarded although share- 
holders would lose out” 

Chrysler would probably 
support the general senti- 
ment In its proxy statement 
to shareholders ahead of the 
last annual meeting , it noted 
that more than 55 per cent of 
the compensation paid in 
2997 to top executives 
(and exclnding option 
grants) was “directly related 
to the achievement of corpo- 
rate performance objec- 
tives”. 

But performance-linkage 
does not solve the quantum 
difference, that exists 
between the two cultures. 


By Nikki Taft 


During the “quiet period”, 
necessitated by Securities 
and Exchange Commission 
rides after the $40bn take- 
over by. Daimler was 
announced in early May, 
Chrysler’s share price held 
remarkably firm. The stock, 
which was trading at under 
$50 before the deal was 
announced, closed last week 
at just below ISO. 

On the ground, too, enthu- 
siasm among dealers and 
production line workers 
remains evident Few, if any, 
have been given firm guid- 
ance an what the deal will 
mean. However, everyone, it 
Seems, is hoping far the best 
r Take Chrysler’s Jeep plant 
in ’Toledo, Ohio, where a 


$15bn expansion plan was in 
progress long before the 
Daimler deal surfaced. 

Employees - who strug- 
gled undo- a foreign owner 
when the company was 
known as American Motors 
Corporation, before Renault 
sold it to Chrysler in the late 
1980s - admit to some initial 
misgivings. But they quickly 
decided the spare land sur- 
rounding the expansion site 
wight be of use to Daimler if 
it wanted to step up its. US- 
based presence. 

Publication of the proxy 
document in the US, from an 
investors’ standpoint, will 
need to answer same of the 
questions which surfaced 
briefly at Cbiysler’sj annual 
meeting in Denver 

For a start, what will the 


dividend policy of the com- 
bined company be? Chrysler 
has been paying out on a 
significantly more generous 
basis than Daimler. JOrgen 
Schrempp, Daimler-Benz 
chairman, has conceded the 
merged group will have to 
move towards Chrysler lev- 
els. but shareholders will be 
interested to see where the 
pay-out gets pitched. 

Another big question is 
exactly how the shares will 
trade The deal sees Daimler- 
Benz taking aver Chrysler, 
with the latter’s sharehold- 
ers owning about 43 per cent 
of the merged ccsnpany. 

The plan, stated at the out- 
set, was to give share- 
holders American Deposi-. 
tary Shares/Receipts in 
DaimlerChrysler. These 


would typicaity be quoted in 
US dollars, and trade in the 
US. But they would be vul- 
nerable to foreign currency 
fluctuations (and nil the 
complications of the com- 
mon European currency). 

Another consideration is 
whether DaimlerChrysler 
will qualify ft a: a place in the 
Standard & Poor's 50U stock 
index, a significant bench- 
mark in the US equities mar- 
ket. This will be of relevance 
to those investment funds 
seeking to mirror or better 
the index's performance. 

Finally, there is the ques- 
tion of how the companies 
deal frith the “pooling of 
interest” question. This is 
the accounting treatment 
signalled for the merged 
company. 
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These securities ham not been registered under the Securities Act of 1933 and may not be offend or sold in 
the l. 'nilrd States or to a L’Ji person, absent registration or an applicable exanptum jwm the registration 
requirements. All of these securities hare been sold. This notice is not an offer of the securities and appears 
ns a matter of record only. 


Rockwell 
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Electronic Controls and Communications 


Lit. 861,300,000,000 



SNIA BPD S.pA 

( a company incorporated under the laws of the Republic of Italy) 


39l.n00.000 Ordinary Shares 


Price Lit. 2.200 per Share 


Joint Global Coordinators 


J.P. Morgan Securities Ltd. 


MEDIOBANCA 

Banco di Credito Fiuantaario S.pA. 


International Offering 


J.R Morgan Securities Ltd. 

Morgan Stanley Dean Witter 

ABN AMRO Rothschild 

Cazenove & Co. 


MEDIOBANCA 

Brawa di Credito Rnwxiario S-pA. 


Schroders 


Italian Offering 


MEDIOBANCA 

Ranni di Credtto hinanzurio S-pA. 


J.P. Morgan Securities Ltd. 

Morgan Stanley Dean Witter 
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When Unilever wanted to automate for high speed production 
for Lipton, Rockwell was their cup of tea. 


J.P M'lfirun SvufiiMS I J<i is rejnikainJ b> dir SF.\ and k n member of the Loo don Stock Exchange. 


You succeed. We succeed." 

http://www.rockwell.com 
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By John Authors 


A busy week Is in store for 
the US equity markets, 
which have suffered sharp 
declines over (he past two 
weeks, with the Dow Jones 
dropping from a high of 

9,337-97 in mid-July to 

8*883.26 at last Friday's dose. 
While the main indices of 
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remain well up for the year, 
the Russell 2000 index of 
smaller companies Is down, 
prompting some analysts to 
say equities are in the first 
phase of the bear market. 

New evidence is due thfe 
week from several sources. 
Friday's release of 
employment data for July is 
likely to be the most 
important The consensus of 
analysts' forecasts, . . . 

according to Standard & 
Poor's MM5, is that the 
unemployment rate will 
remain at -LS per cent, whOe 
hourly earnings will rise 0-3 
percent 

But the week wfQ also see 
the release of other 
important economic data, 
Including today's fl gnres »n 
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personal income (expected to 
show a rise of 02 per cent}, 
and tomorrow's leading 
indicators, which is expected 
to Show a decline, mainly 
thanks to the impact of the 
General Motors strike. The 
latest political problems for 
the president are also being 
watched closely. 


LONDON 


ByPfaSp Coggra 


The nine members of the 
IBank of England's monetary 
policy committee will 
determine the market's 
short-term fate when they 
meet this week, to decide on . 
the level of interest rates. 

Most analysts expect the 
committee to leave rates 
unchanged but the dpHcinn 
conld be touch and go. The 
pr mwri has HfyH p pd an d 

average earnings growth has 
accelerated since the 
committee's July meeting - 
and those two Cantors were 
the driving force behind the 
committee's last decision to 
raise rates. 

If rates do go up. 
manufacturers will be first 
to complain. Last week's 
Confederation of British 
Industry survey made very 
gloomy reading and figures 
due to be released an 
Wednesday are expected to 
show a 0.7 per cent annual 
HarHiMi tn manufacturing 
output 

Apart from the economic 
news, there wOl be a lot of 
interest in the Interim 
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results season, particularly 
In the hanks after Lloyds 
TSB*s disappointing figures 
on Friday. 

HSBC, NatWest, Standard 
Chartered, Barclays and 
Alliance & Leicester all 
report this week, together 
with Industrial giants such 
as BP. SheD, Unilever and 
Zeneca. 


FRANKFURT 


By Gnlan Bowtoy 


The German economy 
continues to show only 
gradual evidence of 
recovery. Germany Is now 
winding up for a fierce 
election race which win 
culm mate in national 
elections in September, and 
chancellor Helmut Kohl is 
hoping economic 
improvement will boost his 
chances erf re-election. 

However, unemployment 
remains high a nd figures 
published on Thursday are 
not expected to show any 
huge reduction. Gerhard 
SchrOder. Kohl’s left-wing 
challenger, retains a clear 
lead in opinion polls. 

The see-sawing of US 
shares and Germany’s car 
companies were the 
dominating influences on 
the Frankfort stock market 
last wed. Volkswagen and 
BMW announced their 
bizarre agreement to divide 
up the Rolls-Royce and 
Bentley brands. Both VW 
and Daimler-Benz published 
half-yearly figures showing 
strong growth. 
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This week, events include 
the listing today of SAP 
shares on the NYSE by the 
German business software 
group. SGL Carton, the 
carbon and graphites 
producer, publishes half-year 
figures today. 

Degussa. BASF and 
Adidas -Salomon publish 
trading reports tomorrow. 


TOKYO 

By Khozam Merchant 

The ven will take on 
renewed focus this week 
after comments lad Friday 

by Japan’s finance minister, 
Klichi Mivazavra. that the 
currency and equities should 
only be supported in 
exceptional circumstances. 

Mivazawa’s remarks, days 
into his neiv job. knot-kid 
the yen down tn a six-week 
low .ipainst the US doll;ir. 
wh lit- against tlie D-Mark the 
Japamse curreuey slumpid 
ton fivy-ttar low. 

Analysts say thm wvk t!H> 
yen dollar will target l-Pw. 
the near eight .tear low that 
prompted massive joint 
intervention by ilie US anil 
Japan m June to Insist the 
yen. 

In the real eeunnmy. 
markets will be watching for 
signs nf consumer and 
industrial pick up with the 
release of nvo ktw indices. 

On Tuesiiiy . June household 
consumption numbers are 
published, while on Friday 
private machinery orders for 
the same month will be 
released. Vehicle sales 
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numbers .ire umviiid ud.r- 
Japan s ww prime 
minister Keim Oluu-hi will 
on Friday make bis debut 
.-•pelf h in parliament as 
leader of the government. 
The markets will be lookim: 
fur stmnj: signals that his 
Kuvm«m-nt is re .lily to act 
swiftly to n-ferm the 
financi.il sivtnr 


COMPANIES DIARY 


Financial sector will be 
focus of attention in UK 


The financial sector will 
dominate the interim report- 
ing season in the UK this 
week, with a Footsie bank 
due to report every day. The 
ofl sector will also be in the 
spotlight, with both BP and 
Shell likely to have suffered 
from the low oO price. The 
engineers begin their report- 
ing season, which is expec- 
ted by analysts to produce 
some robust figures despite 
Asian troubles, the strength 
of sterling and weakness in 
UK manufacturing. 

TODAY . 

•. The finer details of 
interim results from HSBC 
Holdings, the world's largest 
hanking group, inay be over- 
shadowed by the macro-eco- 
nomic effect of the Asian 
troubles. Last year the bank 
increased its bad debt provi- 
sions by 55 per cent to £617m 
(Jl.02bn) which inchided- a 
£175m special charge to 
cover uncertainty in its core 
Asian markets. 

Analyst attention is likely 
to locus on nonperforuiing 
loans and bad debt provi- 


sion. A figure in the region 
of £2£bn is expected, , down 
from £?.62bn. 

• Dab Bng Financial Hold- 
ings, the Hong Kong-listed 
banking and financial ser- 
vices group, is expected to 
report a six months to June 
net profit of HK$2llm- 
HKg243m ($27m-$31m) on a 
net interest margin of 2.6-2B 
per cent, analysts said. 

They said the company 
would see year-on-year prof- 
its decline by more than 30 
per cent, because of a 
squeeze -on margins,, 
increased provisions and fiat - 
loan growth, which is expec- 
ted to Improve in the seiamd 
halt ‘ 

The company does not . 
have a serious non-perform- 
ing loan problem thanka to 
its relatively prudent lend- 
ing policy, although analysts 
noted that its exposure, to 
taxi financing could see fur- 
ther deterioration in asset 
quality amid the economic 
downturn. ■. 

Provisi o ns in the first half 
are estimated to be HKSGQm. 
up 50 per cent. The net inter- 
est margin Is HkeJy to fall to 


2.6 per cent from the average 
of 3 jQ 2 per cent in 1397. 

The ratio of non-perform- 
ing loans to the total loan 
book wDl likely come in at 
L8 per cent and rise to 3J> 
per cent by the end of 1998. 

While the co mp any has 41 
per cent of its income gener- 
ated from retail banking and 
credit card services, its expo- 
sure to pr o pert y companies 
may bring about more non- 
performing loans in the near 
future. AFX-Asia. Hong Kong 


TUESDAY 

• Julius Baer, the largest 
quoted Swiss private bank , 
is expected to report first- 
half net profit of jSFrT76.6m- 
S£i206m (Sil6m-ii32m), up 
from SFri07.5m -a year ear- 
lier, analysts said. Growth in 
net profit is driven by the 
favourable markets so far 
this year and strong gains in 
first half commission and 
trading incomes, they said. 

A recent series of positive 
first-half earnings released 
by other private hanks such 
as Gotthaxd Bank and Von- 
tobel Holding also led to 
optimism among analysts. 
AFX-Neus, Zurich 

• The disposal of the equi- 


ties business in the first 
quarter will combine with 
other changes in the group 
structure to make difficult 
any comparisons with last 
time's interim figures from 
National Westminster Bank. 
Analysts exp ect a pre-tax 
result of £79Qm-£828m. While 
this would he an 18 per cent 
rise on last time, much 
would stem from the elimi- 
nation of exceptional 
charges, and little underly- 
ing change is expected. 

• KLM Royal Butch Air- 
lines is expected to report a 
first-quarter net profit before 
extraordinaries of FI 155m- 
F1209m ($76m-$102m), com- 
pared with FI 190m a year 
earlier, according to ana- 
. lysts' forecasts. 

These figures assume that " 
-Martinair results are not. 
consolidated following 
KLMTs purchase last Febru- 
ary Of the remaining 50 per 
cent it did not own from 
Royal NedHoyd. 

One key feature In the 
quarter could he the pres- 
sure on the load factor, 
which will have a negative 
effect on unit revenue. 

Positive factors are strong 
growth in business class 
traffic, more benefits Cram 
KLM’s Focus 2000 cost-cut- 
ting and revenue-boosting 


plan, and the fall in fuel 

costs. AFX-News, Amsterdam 

• BP’S second-quarter fig- 
ures wOl have been hit by 
the low oil price, with a 
replacement cost basis 
decline of about 25 per cent 
to £550m forecast by ana- 
lysts. 


WEDNESDAY 

• Hoogovens. the Dutch 
metals producer, is expected 
to report a first-half net 
profit of FI 302m-Fl 343m 
compared with FI 194m a 
year earlier, according to 
analysts' forecasta Karnmgn 
per share of FI 8.28-F1 9.35 
are expected, against FI 5.74, 
while- eammgg for the bull 
year are forecast to be 
FI 16J0-FI 16-75. 

Analysts expect the 


group's very strong perfor- 
mance in the second half of 
1997 to have continued in the 
first half of the current year, 
with its steel operations in 
particular boosting results. 
Hoogovens' own forecast 
was for 199S profits to be 
higher than the previous 
year, with growth concen- 
trated in the first half. 
AKX-Netcs, Amsterdam 

• Despite the GM strike. 
Asian fears and the strength 
of sterling, GKN is expected 
to confirm its status as a 
stock market favourite by 
reporting an interim rise of 
about 13 per cent BT Alex 
Brown forecasts £230m pre- 
tax. up from £203m. 


THURSDAY 


Analysts upgraded their 


forecasts fur Barclays after 
tt exited from the BZW equi- 
ties business. Any advance 
io the interim figures will 
probably have been achieved 
largely by strong growth in 
retail financial services. 

Analysts' estimates vary 
between £lJ!bn and iT.rrjbn 
pre-tax. compared with 
the £1.27bn struck last 
time. 

However, direct compari- 
sons will be difficult as a 
result of the disposal of 
BZW. BT Alex Brown fore- 
casts a 16 per cent dividend 
rise to i5.7p. 

• Second quarter figures 
from Shell Transport and 
Trading will have been 
affected by the low oil price. 
Analysts say that the move 
to US dollar reporting and a 
change in the way that divi- 
sions report make compari- 


sons difficult. A fall ui II* ;»«*r 
rent to about ill 7 bn un a 
replacement cost basis is 
ox l levied 

• Opera linn tnamns in 
7.encca*s pharmaceutical 
side mil probably have suf- 
fered tn the first half, 
because uf tile launch ivsts 
of new drugs. An underlym:' 
rise of about 5 per cent to 
near £700m is expected bv 
analysts. 


FRIDAY 

• Unilever is likely to have 
suffered from the strength of 
sterling, hut volume growth 
in both its North American 
and European markets 
should have offset that. 

SG Securities expects 
£765m pre-tax for the second 
quarter, up from £T-16rn. 


NEW INTERNATIONAL BOND ISSUES 
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FINANCIAL TIMES MONDAY AUGUST.3-I998 


CURRENCIES & MONEY 


Yen support tested 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAINST THE DOLLAR 


By Sbnon toper 


This could be the week of 
reckoning for Japan. Traders 
want to test whether Kiichi 
Miyazawa meant what he 
said in his inaugural press 
conference as Japanese 
finance minister in the early 
hours of Friday morning: 
that the market should 
determine the price of the 
yen. 

This hint that Japan 
would now only intervene to 
support the yen In extreme 
circumstances sent the cur- 
rency tumbling, even though 
Mr Miyazawa and his aides 
spent the rest of the day 
back-tracking on the remark. 
The yen dropped to a five- 
and-a-balf year low against 
the D-Mark and a six-week 
low against the dollar, just 
above the levels where the 
US and Japan intervened to 
support the currency in 
June. The market will now 
dare them to do it again. The 
new Japanese government 
will have to produce strong 
action to reform b anks and 
cut taxes, or else the yen 
should continue descending. 


The Bank of England's 
monetary policy committee 
meets on Wednesday and 
Thursday. Few in the mar- 
ket expert the Bank to raise 
rates from the present levels 
of 7.50 per cent, although 
even fewer expect the cut 
that most businesses crave. 
If rates do stay unchanged, 
the pound could suffer. 

Economic data should be 
less relevant this week. Jap- 
anese figures are almost uni- 
versally bad, so the market 
no longer pays them much 
notice. The US non-farm pay- 
rolls data for July, out on 
Friday and normally a high- 
light of the market's week, 
will matter less than usual 
because they were distorted 
by the strike at General 
Motors. The average earn- 
ings figures on the -ga me day 
will be more important, as 
the Federal Reserve watches 
the statistic closely. 

German unemployment is 
expected to show another 
fall when the July data 
appear on Thursday, but 
with the Bundesbank coun- 
cil on a 4 -week holiday no 
interest rate rise is in sight 
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By Sbnoo Davres 


Trans-European equities, 
ended last week on a soar 
note, with stock markets 
falling prey to strong eco- 
nomic data from the US, at a 
time when the summer i nn 
had reduced liquidity. 

Concerns over the finan- 
cial policies of tie new gov- 
ernment in Japan combined 
with some week profit fig- 
ures on both sides of the 
Atlantic to give a cautious 
tone to the market. 

The FTSE Eurotop 100 
index finished the week at 


FTffi Eurotop 3fl0 EuroWoc 
Mot 


2.897.45, down SEL45 an the 
day and 2 per cent lower for 
the. week. The Eorottp 300 
closed at 1,258.42, down 12.87 
on Friday, while the FTSE 
Ebloc 100 index, which 
includes only markets that 
will be part of the first wave 
of monetary union, settled 
down 1 L 02 at losan. 

Equities were caught 
between a rock and a hard 
place. The impact of the eco- 
nomic slowdown in Asia 
showed signs of curbing cor- 
porate earnings growth in 
both the US and Europe. 

Meanwhile, the economic 
data in the US raised con- 
cerns about the inflationary 
environment, leaving Ger- 


man government bonds edg- 
ing downwards on Friday 
after- a subdued week. 

Oil stocks finished the 
week Iowa:, as did auto com- 
panies and retail banks. The'- 
latter sector feD more than I 
per cent on Friday, despite 
the marked increase In 
Dresdner Bank's shares rol-. 
lowing further speculation of 
a link-up with Allianz. 

The market tone will be 
influenced by a long, list of 
profit figures including - 
Shell, Unilever, HSBC and 
Zeneca. 

There is also, a steady 
stream of economic data Fri- 
day will see the release of 
the US non-term payrolls for 
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CURRENCIES & MONEY 


Strong US, weak Asia hit Europe Z 


SYNTHETIC EURO RATES 


July,, which have sparked 
massive stock market 
swings in the past. There 
will also be money supply 
figures out of the US, while 
both the UK and Germany 
wlQ reveal the latest indus- 
trial production data. In 
addition, the UK's monetary 
policy committee will deliver 
its latest judgement on inter- 
est rates. 

ABN AMRO last week 
warned that slowing UK 
demand could have a greater 
impact on European profits 
than the ongoing Asian cri- 
sis, highlighting companies 
such as Elsevier. LVMH, 
Endesa, Total and Polygram 
as particularly vulnerable. 
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ENERGY INTERNATIONAL N.V. 


Shareholders in The Fond are advised that payment of a 
dividend of US$0 65 per share for die year ended 31st March 
1998 has been approved by ihe Annnal General Meeting held 
on 3>lsi July 1998. 

Coupon Number 29 on bearer share cer tifi c ate s will be paid 
on presentation at the offices of the faying Agents on and 
after the 5th August 1998. Cheques will be posted to holders 
of registered shares on that date. 

Copies of the Report and Financial Statements of the Fund 
far the year ended 31st March 1998 are available at the 
registered office of the Fund and at the offices of the 
Paying Agent*. 

By order of the Board of Management 
Curacao, 3rd Angina 1998 


The United Mexican States Floating Rate 
Privatization Notes Dne 2001 

The applicable nto of marcel for the period Angust 3. 19Q8. through 
and mclmlnq; November 1 , 1998. to bo pajd on November 2, 1W8, a period 
of 91 days, is A.S0H. This raw is 13,'IMa above (he offered rale for (hree- 
montb deposit* m US. Dooms winch appeared on the display designated as 
the Bnusti Bunker* Axsocnoion'i Interest Settlement Raw < 5.6875" o l as 
quoicd on ihe Dw ioocs/Telenrte Mctnlar*> as Tttenue Screen No. 3750 as 
ai 11:00 (London Time) on July 30.1998. 

The above raw equucsio an interest pa yme nt of U.S.D. 16.430556 
perU-S-D 1.000.00 m principal amonnt of Nows 


V BANCO NACIONAL DE MEXICO, SA. 

NEW YORK AGENCY 

July JO. 1998 
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NOTICE OF PARTIAL REDEMPTION 
ToHoldaraof 

DOMUS MORTGAGE FINANCE NO.1 PLC 

£100,000.000 

Mortgage Backed Routing Rata Notes due 2014 

Noaoe ta heretiy gMn Kiel in aGContanca «Ui Condnwna 5(b1 and 18 * me Note, to 
toner hereby gmt notce to redeem C500.00D pwncyl amtmnl ot N—2 ee teoed 
rendartr ■» denied baton The dm eo« lor Me mendeny teHiBten « Me nte 
coifm peymmi Me basis, Septereoam 1998. and ttia Nan te be mreemedat 
mwpdnoteainouniphaaeenMdairensi PaynwiBtetwiiiadeBeBnelcurander 
dMNau BBBibar wall Mappunenant Coupon* nwumgBiBrBia data Mior 
fadanvibon at Iw atom ot to Pamg Agent, named on to Note. On and mm 
September 10.1998. Me redeemed Noon teceete toaccrua eneroet 
The amount deny mtomg iBawimd Coupons wfl to daductadtronieia sun due lor 
paymanl Any amoiM ot pmete sb deduoad Ml be paid agam eurrandar of M 
retetnre imang Coupone watat live years bom mo to of payment Ttw radaomad 
Naim wd become vod union piweMed lot ptymeit wttwi ten yven of M 
mda m pton Bate. 

The nonnat amoun Bat mi be ouBtaresig me NMae toed below mm been 

redeeme d aCCJOOjOOfl. 

Tto Sete Nunben item tor innidakey redemimm ate Umb: 

H8 1B5 754 851 888 

By: The Cham Manhaton Bank 
London. Principal Paying Agent 

and Rtermca Agent Q CHASE 

Augutl 3.193B W 


Notice 10 Bondboldm 

Hankook lire Co., Ltd. 

i k '4jttokviindrR.>N*. "• K*> n-j wxdi ^uri kdrelo • 

lArVIiitum" 1 
TJ^. 525.000,000 
0J5% Cenvnttee Bond, dor ZOIO 
OlJ 

U .5. 52 5 ,000,000 
0^5% CocverlJWe Bond* due 201 1 

(AflUd'-l 

Fuiwni r,'pi.»M.+n.+ lUrTrtN 1 Vrd^-«iMiiniini:lhr R-nJ,. fe+h-ubrirH pini 
mLiUmba 

Thr n*uc i+ Fk«kb u+nrntHc uu,< dufn julb.'lncd h a m.k.« .4 ihr 
RruJ --I r'lnvi.m .4 ih* Capjni ptunl ■« 7W. Jdi. 199s jnJ 10 1 ., | « 1% i 
e-lu u arr n4 'td «nJ dnlntd h thr IVnrtjl Mmaw i« StuB-btUrts hcU ,n 
::itiFthnan. I« 

I. TbrmueJ«r.4v.>ntrniMrK<aJi' J.'iJMi. |W+ 
irAcfne amnlufclt slwr ihc war Jnrt 
:. ~nK cilerTitr Jaw .4 lot* I M.ich ipbi hJ/tufiw. luu-S 
1 . C,1nn*MipKn kne been iJiwicI a L J1>mi 

CurrrtM rme» lotemix inUtoana 

InCanstRlhk BinJi tX'wit+>.TJu If.aiA^V W.+itsVJI 

3ndC.«nrmMr IWIi W.xi +7.11 S 2.Vn4e.r>H 


3rJ Aiyun, 199s 


Kaokooh Tire Co^ l-nl- 


Republlc of Italy 
ECU 3,000.000,000 
Floating rate notes due 
2005 

Notice a hereby giocn that 
the notes will bear interest at 
4J)I563% per aanam Awn 
3Uaty 1998 to 30 October 
393& Inserts! payutAe on 3fl 
October 1998 wiR amoant to 
ECV50 . 75 per ECV5.00V note 
and ECVS0TS3 per ECU50.000 
note am/ EOJ1.D15.06 per 
ECU J00, 000 note. 


Trust Company 

JPMorgan 


Kingdom of Sweden 
171300,000,000,000 
variable rate notes 
due 2004 

Abiffe is hereby given that for 
the interest period 3 August 
} 998 to 2 February i 999 the 
notes aOI carry an interest rate 
el 4.68% per toman. Interest 
payable on 2 February 1999 
will amount to ITL1 17.000 per 

ms.ooo.aao note and 

ITU. 170,000 per 11150,000.000 

note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 
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MONDAY AUG 3 


UN acts on race 


The United Nations committee on 
racial discrimination meets in Geneva 
to review anti-dis crimina tion pofides in 
several countries and to examine 
urgent situations in Bosnia, Congo and 
Rwanda. Other countries up for 
periodic review of their measures to 
tackle discrimination include Croatia, 
Cuba, Cyprus, Estonia, Gabon, Haiti, 
Jordan, Morocco, Nepal, Niger and 
Tonga. Under the 1S69 international 
convention on the elimination of ail 
forms of racial cfecrimniation, each of 
the 150 signatories must submit 
reports on compliance to the 
committee. (To Aug 21.) 


Hong Kong figures 

Hong Kong issues its final first quarter 
GOP figures - and possibly growth 
forecasts which may move markets 
worldwide. 


Israel defence exhibition 

An exhibition celebrating 50 years of 
Israel’s defence forces opens today in 
the Tel Aviv exhibition grounds. This is 
no mere record of past battles or how 
the Israeli Defence Forces (IDF) were 
established. On display win be some of 
the world's most advanced weapons 
systems, such as the F-15 bombers 
and the Morkava Mk3 tank. For the 
first time the Chetz, or Anew missile, 
jointly financed with the US, wfl! be 
shown to the public . 

The IDF may also use the exhibition 
to attempt to increase public support 
as the military enters negotiations for 
next year's budget The finance 
ministry wants to cut expenditure, 
while Yitzhak Mordechai, defence 
minister, says an additional Shk2bn is 
required to keep the IDF on its toes. 

(To August 31.) 



Venezuela games 

Maracaibo in Venezuela hosts the XVII 
Central America and Caribbean 
Games. (To August 22). 


Canada-New Delhi links 

Canadian opposition leader Preston 
Manning and foreign affairs spokesman 
Bob Mills visit New Delhi and will meet 
Indian political and business leaders. . 
(To August 6). 


Holiday 

Canada: Pitofic holiday in provinces of 
British Columbia, Alberta, Manitoba, 
Ontario, Nova Scotia and New 
Brunswick. Quebec markets remain 



Baches fid as the summer holiday 


open. Including Montreal exchange. 
Australia: bank holiday in New South 
Wales. Niger Independence Day. 
Iceland: bank holiday. Ireland: pubfle 
holiday. 


empties Europe’* cities, tearing the die-hard* to their sweety commeflog and 
(Independence Day tomorrow.) 


TUESDAY 4 


Schroeder in Washington 

Gerhard Schroeder, the leading 
candidate for German chancellor in 
next month's general election, flies to 
Washington. On We&iesday, Mr 
Schroeder is to meet president Bill 
Clinton, with whom he shares centrist 
political leanings. 


Rwanda criminal tribunal 

The defence of Rwandan genocide 
suspect Obed Ruzindana begins at the 
International Criminal Tribunal for 
Rwanda (ICTR) in Arusha, Tanzania. A 
businessman, he is charged with 
genocide, footing genocide, and 
crimes against humanity doing the 
slaughter of more than 800,000 
Tutsis and moderate Hutus-ln Rwanda 
in 1994. The trial was adjourned in . 
May. 


Holiday 

Burkina Faso: Revolution Day. 


WEDNESDAY 5 


Starr and Clinton 


Kenneth Starr, spedaf prosecutor 
looking into allegations of perjury and 
obstruction of justice by President Bill 
Clrnton.begJns his fifth year in the job 
on a high. After months of criticism 
that he has moved too slowly and 
spent too much, he has the president 
In a comer, thanks to the co-operation 
of Monica Lewinsky, the White House 
intern who has agreed to testify about 
her alleged affair with Mr Cfinton. Mr 
Starr's. office securad'14 convictions of 
wrong-doing in Arkansas before 
shutting up shop in Little Rock this 
year. He reports to Congress this 
month, which may then begin an 
impeachment inquiry. 


FT Sumy 

Office fer tile Millennium. 


THURSDAY 6 


Hiroshima remembered 

About 50,000 people wffl gather in 


Hiroshima today to attend annual 
memorial services for foe victims of US 
atomic bombs dropped in 1945. 

P ar tic ip ants wfl offer a moment of 
silent prayer when foe “peace” beff 
tods at the exact tfrne of foe blast 

Concerts, fibre, tea ceremonies, and 
a marathon are also scheduled as part 
of a campaign to efiminate nuclear 
weapons. Nagasaki’s comme mor ation 
ceremony is scheduled to We place 
onSinday. 


Slovakia seeks president 

Presidential elections wfl b* befcf for 
the 11th time fo Stovakfa as two 
attempts in July nanewty failed when 
the only canefidate Otto Tomecafc - 
no mina ted by the g ewamma n t - fal 
four votes short of the required 
three-fifths or 90-vote majority required 
to produce a winner. The country has 
lacked a p re si dent since March 2 
because Its fractious par fia mant has 
been too divided to agree.ot>JL..- - 
compromise cantfidate to reptace the 
former president MIchat Kotrae. 


FRIDAY 7 


President tor Colombia 


Bogota sees the. inauguration of ’ 
president-elect Andres Pastr a n a , a 


fbnrier newscaster and son of a former 
president. 


Canada's provincial prenders 

Annual meeting of provincial premiers 
in Saskatoon, Canada ends today. 


Japanese PITs ppficy speech 

Keizo Obuchi, Japanb now prime 
minister, wB) ghw hteHbsrt poBcy 
s peech tarty at an eKt reocdna r y Piet 
session wWchstarted yesterday. HJs 
pofides may IrWudeknpiernent a tionof 
tha*bridge-bafok" scheme, which alms 
to Improve foe Japanese banking 
system's- bad-taans problem, and 
measures to daaTttffo foe huge debts 
iaftty the dafuriot Japan National 


boat trip down foe Mfesbs fepl Srift 
EMsV .. 


Londonderry march 

The annual Priawtart Apprentice 
Boys* march, is scheduled »o ttte - 
place to Londonderry. Northern fietekL 

Thfe lath# feat important parade . 

of Northern Jreland'a marching 


Sport 

Soccer Charity ShieW, wemhty. 
.AWeticsi IAAF Grand Prtx, g o tten 
league. Monaco. 

CycHng: San Sebastian CtaWc, vntt 
cup. 

Salfog: 



moth world chnmpttnahip, 

Tbrquky G©Aug 14). 




M*e r 


it*** 


Human Righto Festival takas piaoe In 
Kampala. An Wamattonal mwte - - 
concert form one of several events 
worldwide to mark the 50fo anrtve iaB ry 
of foeUrilvsreai Dactoratfon of Human 
Rjglite. • - 


i 


Lisbon conference on youth 

More ttton 100 ntintotere raspontfeto 
for youth are expected to attend ® 
five-day conferenc e to Lisbon to .. 
discuss common probtona fatfng.foa 
world’s young people. 

These include migration. 

unemployment, hunger and poverty, 
armed conflicts, violence, drug abuse, 
and sexual exploitation. The . 
conference, sponso re d by tire United 
Nations and the Portuguese 
government, wifi focus on - 
Implementation offo* World • 

Youth Programme adopted by foe UN 
General Assembly to 1995. 

SHghtiy more foan i bn - or 18 per 
cent - of the workf s popujation were 
aged between 15 and 24 th 1995, 
most of them to developing 
countries. 
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The anm^Ppfigifotege to MempWa, 
Tennessee; begins for Bvfe week, in 
honour of foe late singer who got the 
.music worib *8# shook up*. 

Brants kick off wife a gospel brunch 
arid move on through Bvis Sightseeing 
Tours* a meefingwffo Byte's karate 
Instructor, a seminar on 'Bvis: The 
State of His Art”, a candMt vigB, and a 


Finns pan for gold 

The 25th gold- pa nning c hs fnptor ah lpa 
will be field In Tankavaara, Finland. (To 
Augusts). 
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Edinburgh fringe 

The annual Edinburgh Fringe Festival 
starts (to August 31). Today is also the 
find day of foe annual Edinburgh Jazz 
and Blues testivaL 
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ECONOMIC DIARY 


Other economic news 


Today: Growth in US 
personal incomes and 
consumption is thought to 
have slowed to June, while 
the GM strfte should have 
kept manufacturing activity 
declining in July according 
to the NAPM index. 
Tuesday: The annual growth 
rate of foe UK narrow 
money supply measure M0 
probably picked up in July. 
Japanese household 
spending is thought to have 
continued falling on an 
annual baste in June. 
Wednesday: Factory output 
in foe UK is thought to have 
stagnated in June, leaving it 
slightly down over foe year. 
The World Ctga probably 
boosted consumer 
confidence in France to July. 
Thursday: New 
unemployment d^ms should 
drop back to trend in foe US 
as the GM strike effect 
washes out US factory 
orders are thought fiat in 
June. The Baik of England's 
monetary policy committee 
win announce whether 
Interest rates are to rise 
again in the UK. 

Friday: The growth in US 
non-farm payrolls is forecast 
to have slowed to a trickle in' 
July, thanks to strike related 
job losses In manufacturing. 
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ACROSS 

l Cloth maker and doctor 
admitting crime (6) 

4 A taxi takes the long way 
round - friendly! (8) 

10 An excellent thing mid-cri- 
sis breaks ftnntrw ( 9 ) 

11 Car overturns (5) 


12 American pulled off field 


lean pi 
went record (4) 


13 Ponder with int entio n? CIO) 

15 Denies a nasty taste of Per- 
nod (?) 

16 Make petard go off (6) 

19 Steals when paudfess. get- 
ting a short stretch (6) 

21 United, plant or animal? (7) 

23 Speculator joining dub is a 
big crawler (4.6) 

25 Spice gjrl almost makes the 
mark (4) 

27 Tie on latest, initially, far a 
prolonged twang (5) 

28 The pro portion, which may 
be seen during open sur- 
gary (9) 

29 Continues to make money 
(8) 

30 Dame embracing king? 
Than pour a lot of water an 

<6> 


DOWN 

1 Two-faced face about male 
doctor (g) 

2 Reluctant acknowledge- 
ment of entry (9) 

3 Be up to no good <4) 

5 One outwardly spoilt in 
un tan (7) 

6 Keep in touch with match 
00 

7 Lake surrounds small wood 
(5) 

8 Festival for the Queen of 
China? (6) 

9 An excessive desire can be 
arranged (6) 

14-Dlcky held Isabel, improp- 
erly dressed (10) 

17 Introduce new. smaller ver- 
sion (9) 

18 Flower in drama ran the 
gauntlet (8? 

20 Failing, so tried to enhance 
performance (7) 

2X Held op by scoundrel Ifke 
an assassin (6) 

22 A ladder is no more (4^) 

24 Mexican attack, a strike 
achieving nothing (5) 

W Musical which grows on 
you? (4) 
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